





April 11, 1946 


CAN RATE CHANGE RESULTS BE PRECISELY PREDICTED? 
By G. C. Deivaille 


Oil from Davy Jones’ Locker 
By Robert M. Hyatt 
Pa b- 78 4 
Public Power Pendul in the Pacific. Northwest 
: *e tee ¢ 








Thee REPORTS, INC. 
PUBLISHERS 



































CRESCENT SYNTHOL (Type 1) 


Allows Larger Capacity 
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and 
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carry 20 amps. 
Existing Raceways 


Under present conditions there is urgent need for 
an economical and quick way of adding to the cur- 
rent carrying capacity of branch circuit conduits al- 
ready installed. Increasing numbers of electrical 
appliances, air conditioning units and other equip- 
ment call for greater load on these branch circuits. 


A simple solution to this problem is to replace pres- 
NEW ent wiring with CRESCENT SYNTHOL Type T 
3 No. 8 (formerly Type SN), which offers an easy and low- 
Type T cost way approximately to double the current carry- 
carry 41 amps. ing capacity of the existing raceway. 


An even greater increase in carrying capacity can 
be secured by wiring with CRESCENT Type TW 


in place of lead covered cable in wet locations. 


Write for Descriptive Folder on SYNTHOL Type T and Type TW. 


CRESCENT INSULATED WIRE & CABLE CO. 
TRENTON, N. J. 
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E BARBER GAS 


BARBER PRESSURE 


BARBER Pressure 
Regulators 


Increase Customer 
Satisfaction 


| ee Regulators keep 
good company—you'll find them 
endorsed and used by appliance manufacturers who are 
particular about their own product. You'll find them recom- 


mended by many gas companies for their customers’ use, In 
line with economical and efficient service to the public, a 
reliable pressure regulator always increases operating safety 
and economy, and reduces complaints and service calls. 


Barber Quality Regulators are well built and are thor- 
oughly tested for response within a range of 3/10 pressure 
drop. Materials are the finest—substantial body, brass work- 
ing parts, phosphor bronze springs, high grade non-deteri- 
orating diaphragm. Barber is a regulator you are safe in recom- 
mending to your customers. 


BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 


REGULATORS 
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This famous 


RIZLEIb 


gives you most pipe or” 


wrench vor your FRIEND End Wrench 


for pipe in coils, against 
flat surfaces. 
money... 


OU get a powerful I.- 

beam ‘handle so com- 
fortable you can give it all 
the pull you’ve got —dare- 
handed. Precision-cut alloy 
jaws take-hold and let-go in- 
stantly — full-floating hook- 
jaw has handy pipe scale, 
heel-jaw is replaceable. Ad- 
justing nut won’t bind, spins 
freely in all sizes. And the 
guaranteed housing means 
long expense-free service— 
most for your money. Buy 


RILZAID at your Supply 
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this money-saving guarantee 


* WORK-SAVER PIPE TOOLS 


THE RIDGE TOOL COMPANY « ELYRIA, OHIO, U.S. A. 
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Pages with 


er the gnat and swallowing the 
camel seems to be quite the fashion 
these days in discussions about prices, 
high cost of living, and so forth. We 
refer to the ironic situation wherein Con- 
gress and public officials devote so much 
of their time, energy, and emotion to the 
subject of making the price of utility 
service ever cheaper and more abundant, 
while at the same time some of these same 
gentlemen urge higher prices for cloth- 
ing and food, which exact such a vastly 
greater share of the consumer’s dollar 
that a comparison is ridiculous. 


TABILIZATION Director Chester 
Bowles ought to be a pretty good 
authority—in view of his background as 
OPA Administrator—on whether the 
utility rates have “held the line” as com- 
pared with other commodities. In a na- 
tion-wide radio address over the ABC 
network on March 2nd, Mr. Bowles said 
“electricity and gas prices are about the 


JOHN DIERDORFF 
APR. 11, 1946 


6 


the Editors 


same as they were three years ago.” He 
added: “We are doing all right on our 
fuel and electricity; clothing is not so 
good, but it is getting better.” 


INCE gas and electricity count. for less 

than a nickel out of the average 
residential consumer’s dollar for monthly 
living expenditures, and since clothing 
and food absorb much more than half 
of it, one is tempted to wonder just what 
type of Alice-in-Wonderland reasoning 
justifies all the emphasis which Washing- 
ton places on driving utility rates down 
further, while at the same time permitting 
other commodity prices to go up, often 
with the loud benedictions of blocs in 


Congress and others. 
mar ideed utility prices have become 
so cheap and insignificant—in pro- 
portion to the benefits received—that 
there is a feeling that they should become 
free like the other “best things of life,” 
listed in the popular song of a decade ago, 
which included the moon and the stars, 
the sunlight, the springtime, beautiful 
landscapes, ocean waters, and so forth. 
B% even nature’s bounty, free for all 
in the raw state, cannot always be 
absolutely free at the point of delivery 
for retail consumption. A clerical friend 
of our acquaintance used to give an amus- 
ing example, along this line, about a 
colored minister of the gospel who was 
confronted by an indignant matron of his 
congregation. It seems the lady resented 
the idea of so many collections being 
taken up at the services. In fact, she re- 
sented the idea of any collections at all. 
She said, angrily: “Ain’t yo’ don’ tol’ 
us "bout er million times, parson, dat de 
grace ob God am free alike fo’ all folks 
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. LONG TRUCK LIFE 


LOW OPERATING COST 


1.Go to your International Branch 
or Truck Dealer and say, “These are my 
loads. These are my routes. I want a truck 
that is strong enough and big enough to do 
my work.” 


2. Accept the recommendation you get. Here’s 
why: The International Truck Line is com- 
plete. It includes a truck of the right type and 
carrying capacity for every job. International 
Branches and Dealers can recommend the 
right trucks without prejudice. 


3. Set up a program of regular International 
service. The work is done by skilled me- 
chanics, using special International equip- 
ment and factory-standard International parts. 
The service is supplied by International Deal- 
ers everywhere and by the nation’s largest 


company-owned truck-service organization— 
International Branches. 


Today’s International Trucks are the best 
ever built. They represent more than 40 years 
of truck engineering and manufacturing ex- 
perience. This engineering and manufactur- 
ing has long been so outstanding that in the 
last 15 years more heavy-duty Internationals 
have been purchased for civilian use than any 
other make. 


So buy International—service International 
~—and don’t “under truck.” That's the speci- 
fication for long truck life and low operat- 
ing cost. 

‘3 
Motor Truck Division 


INTERNATIONAL HARVESTER COMPANY 
180 N. Michigan Ave. Chicago 1, Illinois 


LISTEN TO “HARVEST OF STARS” EVERY SUNDAY! NBC NETWORK 


INTERNATIONAL Zrucks 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





8 PAGES WITH THE EDITORS (Continued) 


to partake in de sweet family an’ bosom 
ob de church? Den why fo’ does yo’ 
dingdong de life out’en us ebery Sun- 
day, snatching ebery loose nickel an’ dime 
we po’ people got to our names?” 


GF Bess harried parson considered this 
argument for a minute and then 
responded with a very apt allegory: 
“True, sister, true! De grace ob God is 
free and welcome fo’ all mankind—jes’ 
like de pure water which runs ir de riber. 
Now, if’n yo’ all takes a bucket an’ goes 
down to de riber, yo’ all can have all dat 
water yo’ want free fo’ nothin’. But 
when de water company pipes hit into 
yo’ kitchen dere’s a charge, sister, dere’s 
a charge! So hit is, likewise, wit’ de 
grace ob God. Hit’s free ef’n yo’ all goes 
out an’ gets it fo’ yo’self. But when we 
pipes it to yo’, sister, when we pipes it to 
yo’—dere’s a charge.” 


* * * * 


— ES it almost seems as if the 
greater the proportion of benefit de- 
rived from a service or commodity, the 
less mankind—by a perversity in his ap- 
praisal of values—appears willing to pay 
for it. We could not live without these 
free gifts of nature—the sun, pure water, 
and so forth. The fact that electric en- 
ergy, giving us the equivalent of the labor 
of thousands of slaves in our own home, 
and gas fuel, which is another form of 
conserved energy derived from the sun, 
may cost us a few cents a month receives 
far more attention than the price of 
liquor, which has increased over 100 per 
cent within the last few years, or other 
skyrocketing expenses for nonessentials. 


HE same man who will cheerfully 

lose a week’s wages in a single hour 
at the race track, under the impression 
that he is a “good sport,” may howl the 
loudest that he is being oppressed by a 
monopoly if his monthly utility bill 
shows an increase amounting to less than 
the price of a good cigar. We have often 
wondered just how much difference it 
would make in electric consumption, for 
example, if it actually were free to the 
domestic consumer. Would the residen- 
tial load soar to fantastic proportions, re- 
quiring utilities to install vastly increased 
capacity? 
APR. 11, 1946 


RATHER surprising answer to such 

speculation is contained in the open- 
ing article in this issue. The fact seems to 
be that price alone, per kilowatt hour, or 
even the absence of price per kilowatt 
hour of electricity is not the absolutely 
controlling factor on the residential con- 
sumption. 


HIs article, which purports to show 

the mathematical relationship be- 
tween rate trends and residential con- 
sumption in the electric power field, indi- 
cates that, for a certain system studied in 
the California area, the complete absence 
of a charge for residential electricity 
would, under present circumstances, in- 
crease consumption to nearly 3,600 kilo- 
watt hours a year per customer. 


C. DELVAILLE, author of this un- 

e usual analysis of the mathemati- 

cal relationship between rate charges and 
consumption, is an executive assistant of 
the California Electric Power Company. 


* * * * 


ewe DierpDorFF, whose article on the 
swing of the public power pendulum 
in the Pacific Northwest begins on page 
483, is another new contributor to these 
pages. Born in Oregon in 1899, and edu- 
cated at the University of Oregon (AB, 
’°22), DrerporFF started out as a news- 
paper reporter with the old Portland 
Telegram. He next spent ten years as a 
traveling representative for a New York 
charitable fund-raising organization. He 
joined his present organization, Pacific 
Power & Light Company, in 1933, where 
he is now advertising supervisor. 


* * * * 


oBperT M. Hyatt, whose article on 

drilling oil in submarine locations 
begins on page 477, is a professional 
writer on industrial subjects, now resi- 
dent in Santa Barbara, California. 


THE next number of this magazine 
will be out April 25th. 
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‘PCA’ controls UTILITY 


materials accounting 


Remington Rand Punched-Card Accounting Methods 
maintain exceptionally efficient records of 
equipment and supplies movement. 


Utilizing the accuracy, speed and economy of auto- 
atic punched-card methods, the tremendous volume 
ff materials and supplies used in wide-scale public 
tility operation is completely controlled and account- 
d for in every detail, providing periodic summaries 
d reports of operations by every category desired. 
Such control includes material accounting on Requi- 
tions (job material orders), Intra-company or de- 
artmental Transfers (from one storeroom to another 
h a unit company), Inter-company Transfers (from 
ne company to another in a multi-company opera- 


on), Reclamations (return of materials) and Retired 


operty (replaced field equipment). These are writ- 
against the following orders, as required: Job 
Drders (work under $500), Construction Orders (work 
er $500), Maintenance Orders (company equipment 

h the field), Shop Orders (work produced in shops), 
X” Work Orders (Standard construction within the 


company), “Y” Work Orders (standard construction 
work for customers), “T” Work Orders (any tempo- 
rary connections), Engineering Orders (experimental 
work), and Account Orders (equipment replacement 
and retirement work). 

In addition to the control of materials, Remington 
Rand Punched-Card Accounting also offers public 
utilities top efficiency in Payroll preparation, Labor 
Distribution, Consumer Billing and Accounting, and 
many other applications, furnishing analyses and re- 
ports to meet the requirements of both management 
and operational divisions. 

More complete information on the application of 
punched cards to utility operation in its various phases 
may be obtained by writing to our nearest branch or 
to Remington Rand Inc., Tabulating Machines Divi- 
sion, Room 1787, 315 Fourth Avenue, New York 10, 
New York. 


Reningion Road 


PUNCHED-CARD ACCOUNTING 


*The HOLE 
... the Symbol 


MARK of a Method 
of Accuracy 
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PUSH BUTTON CONTROL! 





KINNEAR push-button operation assures added 
savings in manpower, in heating and air conditioning 
costs, and in time. KINNEAR Motor Operated 
Rolling Doors can be instantly and completely con- 
trolled from various convenient points. Write! 
The KINNEAR Mfg. Co., Factories: 2060-80 Fields 
Ave., Columbus 16, Ohio; 1742 Yosemite Ave., San 


Francisco 24, Calif. 
Offices and Agents in Principal Cities 


saving wars @ ABS OF. UK 
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“There never was in the world two opinions alike.” 





—MONTAIGNE 





ALBERT J. BROWNING 
Director, Office of Domestic Com- 
merce, Department of Commerce. 


Bernarp M. BarucHu 
Financier. 


LELAND OLpDs 
Chairman, F ederal Power Commis- 
sion. 


Henry Forp, II 
President, Ford Motor Company. 


Leo WoLMAN 
Professor, Columbia University. 
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Epitor1AL STATEMENT 
The New York Times. 


Harvey J. Lutz 
Professor, Princeton University. 


Frep WoLF 
Director, Pacific Northwest Devel- 
opment Association. 
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“The American citizen has a healthy faculty for al- 
ways wanting more and better things than he has.” 


Aa 


“The Constitution has made America what it is—it 
was our salvation in the past and it is our hope of the 
future.” 


* 


“The country’s business is no longer seeking a just 
return for serving the consumer needs of the people, but 
is seeking maximum profits through exploitation of those 
needs.” 


sa 


“The reconversion battle is not going to be won by 
speeches—mine or anyone else’s. It is not going to be 
achieved by recriminations, newspaper battles, memo- 
randa, or essays, but by hard work.” 


* 


“Since 1933, we have gone so far in conferring rights 
and privileges upon organized labor that it is today hard 
to think of any responsibilities and restraints to which 
labor unions are subject.” 


* 


“The right road for the administration is clear. lt 
should not try to frame any ‘wage-price policy’; it should 
put the government's finances in order, and move toward 
the restoration of a free competitive economy.” 


> 


“A realistic consideration of revenue that can be se- 
cured at tax rates which, for ordinary peace conditions 
must be regarded as ceiling rates, will demonstrate that 
further drastic reductions of Federal spending below the 
proposed 1947 budget total must be made.” 


> 


“We have read in national magazines glowing accounts 
of TVA by writers whom we suspect of never having 
been west of the Mississippi. Any area of the size of the 
Tennessee valley in which the government would spend 
$900,000,000 would certainly have some reason to feel 
satisfied, though it might be said it has sold out its 
birthright for a mess of pottage.” 


12 
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AUTO-AIR 


Whether it’s breaking up a section of vor emergency welding, 
or doing more extensive construction work . . . this truck, equipped with 
ch the Davey-Auto-Air-Welding combination, assures fast’ transportation of 
crew, tools and materials . . . provides compressed air . . . furnishes 
electricity for welding ... and all power is supplied by the truck’s engine. 

You can save manpower, time, space, maintenance, and original, cost 
It by converting one or more of your trucks this way. Select one of these 
three units—the Auto-Air Compressor; the Compressor and Welder; or 
Id the Compressor, Welder, and Lighting Generator Combination . . . have 
rd it mounted locally on your truck with the Davey Heavy-Duty Truck Power 
Take-Off installed in the drive-shaft of the truck. 

Available in 60, 105, 160, 210 and 315 cu. ft. capacities Auto-Air and 

200 or 300 amp. welding generators. 
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U. S. Senator from Ohio. 
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RicHarp W. LAWRENCE 
Former president, New Y ork State 
Chamber of Commerce. 


Joun W. MAUCHLY 
Professor, Moore School of En- 
gineering, University of 
Pennsylvania. 


Excerpt from report of Committee 
on Postwar Tax Policy. 


Excerpt from “New England Let- 
ter,” published by First National 
Bank of Boston. 


Wuu1am WHITE 
President, Delaware, Lackawanna 
& Western Railroad. 
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“There is no use for the President to inveigh against 
inflation when we already have inflation through govern- 
ment action and are bound to have more if we continue 
in our present course.” 


* 


“If this nation is to be delivered from the wrath to 
come the American people must themselves provide the 
faith, the courage, and the intelligence necessary to set- 
ting the world in some sort of order.” 


oa 


“Many people are putting their money into securities 
because present policies, or lack of policies, are tending 
to undermine their confidence in the future value of the 
dollar. Only the government can preserve the people’s 
confidence in the integrity of our currency.” 


* 


“Unless reason is restored in the leadership of the labor 
movement, under the laws of the nation and in our every- 
day dealing with the men and women in the employ of 
industry, we are powerless, as the management or owner- 
ship group, to deal with the situation on an equal basis.” 


* 


“In high-speed computing and more widespread use 
of numerical mathematics for industrial design lie possi- 
bilities which affect us all—better transportation, better 
clothing, better food processing, better television, radio, 
and other communications, better housing, and better 
weather forecasting.” 


> 


“Deficit spending is not only a habit-forming fiscal 
narcotic, but, so long as human nature remains what it 
is, and so long as such spending can be used to provide 
patronage and obtain votes, it must be regarded as a dan- 
gerous threat to the corruption of the electorate and to 
the democratic system of government.” 


* 


“We have no alternative if we are to maintain solvency 
and integrity as a nation, but to return to the fundamental 
principles of thrift, hard work, pay-as-you-go, incentives 
for business, wages based on productivity, and increased 
production with lower prices, which are among the foun- 
dation stones of what is called the American system.” 


* 


“... to keep our railroads functioning under the system 
of free enterprise, the problem is reasonable profit that 
will permit sound investment in facilities and equipment, 
which will tend always to decrease costs and improve 
service, to pay a fair wage to employees, to pay a reason- 
able dividend to stockholders, and permit reduction of 
debt.” 
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The Record Proves That 


MERCOID 


Is Your Best Reconversion Stand-by © 


The first conception of Mercoid Controls—nearly a quarter of a century 
ago—was based on an objective to create a line of Automatic Controls 
that would measure up to the important responsibilities to which con- 
trols are subjected. 


At the very start, there were definite ideas and plans around the use of 
a mercury switch as the nucleus in each Mercoid Control, consequently 
all control mechanism was designed to conform with this objective. The 
reason for the choice of mercury switches is due to the fact that they offer 
a much greater degree of constant reliability and longer control life in 
‘making’ and “breaking’’ an electrical circuit—very essential factors 
in the performance of automatic controls. 


Mercoid has adhered to the 100% Mercury Switch Equipped Control 
construction, because it has met with increasing public approval. The 
approval reached its height during the critical days of winning the war 
when America's leading industrial engineers demanded Mercoid Controls 
in numerous essential war industries and wide spread war fronts. 


Mercoid Controls over the years, have weathered the acid tests of the most 
exacting demands. Their long record of satisfactory control performance 
is the best assurance for your postwar automatic control requirements. 


THE MERCOID CORPORATION, 4201 BELMONT AVE., CHICAGO 41, 
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ROCHESTER 





with another BIG unit 


A C-E Steam Generating Unit, designed for 
a pressure of 750 psi, a total steam tempera- 
ture of 755 F and a maximum continuous 
capacity of 250,000 lb of steam per hr was 
placed in service in 1936 by the Rochester 
Gas & Electric Company in Station No. 3. 
Similar units were added in 1937, 1938 and 
1940. 

In 1942 a larger unit of 300,000 lb capacity, 
but for 835 F total steam temperature, was 
added. 

Recently a fifth unit of 400,000 lb capacity 


was purchased. A-944A 


COMBUSTION 


C-E PRODUCTS INCLUDE ALL TYPES OF BOILERS, FURNACES, PULVERIZED FUEL 
SYSTEMS AND STOKERS; ALSO SUPERHEATERS, ECONOMIZERS AND AIR HEATERS 
This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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9 out of 10 


want 


THE PAYROLL SAVINGS PLAN 


? 


Thanks to the cooperation and en- 
couragement of America’s industrial 
executives, 85 million bond holders 
have bought U.S. Bonds in the great- 
est savings campaign in history. 


A recent survey reveals that 90% of 
the employees who have purchased 
billions of dollars of these bonds 
through the Payroll Savings Plan, 
want the Plan continued! And it 
should be continued because it pro- 
vides a strong reservoir of national 
savings and a bulwark against infla- 
tion—an “automatic” thrift habit for 


with 


CONTINUED! 


the worker—an opportunity to main- 
tain a “share in America”—and an 
opportunity for the returned veteran 
to share the Payroll Plan's benefits. 


Your employees will require little 
“selling” on the idea—they are ac- 
customed to their monthly saving 
habit. With the Treasury Department's 
savings bond program now in peace- 
time operation, your partnership is 
again invited to continue this sys- 
tematic, convenient saving program 
toward a prosperous peacetime fu- 
ture. 


the publication of this message by 





The Treasury Department acknowledge 


ee 
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This is an official U. S. Treasury advertisement prepared under the auspices 
of the Treasury Department and Advertising Council 








was no “wartime secret” that owners of Dodge 
Job-Rated trucks experienced consistent “‘on-the- 
” operation. Because their trucks fit the job, they 
ormed more efficiently, operated more economi- 
ly, lasted longer. 


at’s why today so many more public utility com- 
mies are planning to standardize on precision- 
ilt Dodge Job-Rated trucks. 


ey're buying trucks with engines rated for their 
ds. They’re getting trucks with a transmission 
d clutch, with axles, springs and every other unit 
-Rated to handle the job . . . to do a better job, 
ger, and at low cost! 


DDGE DIVISION OF CHRYSLER CORPORATION 


LISTEN TO THE MUSIC OF ANDRE KOSTELANETZ, WITH FAMOUS GUEST STARS 
THURSDAYS, C. 8. S..9 P. M., E. T. 


See your Dodge dealer Now! 
Let him help you choose the 
right Dodge Job-Rated truck 


for all your hauling needs! 
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REGULATION 


by 
A. C. Webber 


(Former Chairman, Massachusetts Department 
of Public Utilities) 


Carefully Selected Cases Covering 
Many Problems Confronting Utility 
Managements Today As Solved 
by One of the Oldest State Public 


Utility Commissions—Massachusetts 


831 Pages 
$6.50 


Included are discussions of vital questions, such as: 





- - Taxes in Relation to Rates 


- - Higher Operating Costs in Relation to 
the Consumer and Utility Stockholder 


The Reproduction Cost Rule 
Inflation and Utility Rates 


Rates of Public Service Corporations 
and Other Price Levels 


Constitutional Safeguards Insuring Rea- 
sonable and Just Compensation for Public 
Utility Property Devoted to Public Service 


Concise Supplementary Text Referring to Important 
Principles of Public Utility Regulation with Annotations 





ORDER NOW WHILE THE LIMITED SUPPLY LASTS 


PUBLIC UTILITIES REPORTS, INC. 
Munsey Building Washington 4, D. C. 
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SHIPS 


x** 


HYDRAULIC TURBINES 
— and — 
ACCESSORY EQUIPMENT 


x kk 


PRESSURE VESSELS 


xx*rk 


STEEL, IRON and 
BRASS CASTINGS 


xxwrk 


HEAVY FORGINGS— 


ROUGH or 
COMPLETELY MACHINED 


xk 


NEWPORT NEWS SHIPBUILDING 
and DRY DOCK COMPANY 


Newport News, 
VIRGINIA 
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FEDERAL UTILITY REGULATION ANNOTATED 


(FURA) 


The Public Utility Holding 
Company Act.of 1935 
as administered by the 
Securities and Exchange Commission 
1935 to 1941, Inclusive 


A Section by Section Treatment 
of the Act, with 


(1) Effective SEC Rules 


(2) Annotations of Commission 
and Court decisions 


-(3) Supplemental notes 


OTHER FEATURES: Historical introduction, 
personnel of the Commission since organiza- 
tion (1934-1941), complete alphabetical list of 
subsidiaries of holding company systems, rules 
of practice, comprehensive subject index, an- 
nual pocket supplements. Price, $12.00. 


AND TO KEEP YOU UP TO DATE: 


FURA - CURRENT SERVICE - SEC 


A continuing record issued twice a month, with special issues as required. 





Summaries and analyses of commission and court decisions 
Special studies of financial aspects, policies and practices 
Comments upon observable regulatory trends and tendencies 
References to and excerpts from addresses by members and staff 
Brief reviews of nent articles in periodical literature 

Notes on legislative proposals and congressional debates 

Guides to collateral material of interpretative or suggestive value 
a a aoe age information clarifying or expounding the Commis- 
sion's w . 


Subscription price $25 a quarter, including convenient binder and 
periodical index. 





PUBLIC UTILITIES REPORTS, INC. 


1038 MUNSEY BUILDING 
WASHINGTON 4, D. C. 














es ..) = © jm me me et bee tt 


er 5p oO FF ft es 


forma 


pril 11, 1946 


Public Utilities Fortnightly 








EGRY BUSI 


Egry Business Systems are contribut- 
ing much to the efficiency of the 
Utility Industry by speeding up the 
making of handwritten and typed 
records. And in addition to speed, 
Egry Business Systems assure more 
accuracy through the elimination of 
mistakes caused by carelessness, 
thoughtlessness and temptation. 
These systems have made it possible 
for users to increase by 50% and 
more the number of records written 
in a day, with less office equipment 
and fewer employees. A practical, 
free demonstration ri ght in your own 
office will prove that the time-, 
noes and labor-saving possibili- 
ties of Egry Business Systems are well 
worth your serious consideration. 
Literature is also available and will be 


sent on request. Address Dept. F-411. 


wee 


NESS SYSTEMS 


EGRY SPEED-FEED may 
be attached to any 
standard typewriter 
in one minute, and 
with Egry Contin- 
uous Forms, practi- 
cally doubles the out- 
put of the operator 
since all her time 
pro- 
ductive. 


EGRY TRU-PAK 
speeds the writing 
of all handwritten 
records. Eliminates 
mistakes and as- 
sures positive con- 
trol over all re- 
corded trans- 


actions. The TRU-PAK is available in several popular 
sizes and employs the exclusive principle, “it's done in 
the folds,” by which all forms in the set are held in 
perfect alignment and registration. 





EGRY ALLSET FORMS 
are individually 
bound sets, inter- 
leaved with onetime 
carbons for immedi- 
ate use for either 
typed or handwritten 
records. 


EGRY CONTINUOUS 
FORMS operators 
to write more forms in 
less time because th 

eliminate interleaving 
and removing loose 
forms and carbons. 
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For more and better Trench, at least cost. . 


PUT A 


CLEVELAND 


ON THE LINE 





Clevelands . . . Modern, dependable, rugged and 
fast — represent the highest development in the full- 
crawler, wheel type trencher, pioneered by ‘‘Cleveland”’ 
more than twenty years ago. 

A wide range and combination of digging and 
travel speeds, ample power for the toughest going in 
all kinds of soil and terrain, ease of handling, low fuel 
and operating costs and minimum times out for repairs, 
are some of the many practical advantages charac- 
teristic of Clevelands that assure you most completed 


trench at least cost on all your trenching jobs. 
y 





THE CLEVELAND TRENCHER COMPANY 
20100 ST. CLAIR AVE. ¢ CLEVELAND 17, OHIO 
“CLEVELANDS” Save More... Because They Bo More 
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— Independent Telephone Association starts annual convention, Des Moines, Iowa, 





ad Valley Electric Association ends engineering conference, Kansas City, Mo., 





American Water Works Association ends meeting, Butte, Mont., 1946. 





International Lighting Exposition will be held, Chicago, Il., Apre 26-30, 1946. 





U. S. Chamber of Commerce will hold annual meeting, Atlantic City, N. J., Apr. 30- 
May 2, 1946. 





1 


United States Independent Telephone Association, National Executive Con- @ 
ference, begins, Chicago, Ill., 1946. 





fetere Telephone Association will hold convention, Indianapolis, Ind., May 1, 2, 
46. 





American Gas Association, Spring Executive Conference, will be held, Cincinnati, Ohio, 
May 6, 1946. 





Pennsylvania Gas Association will hold annual meeting, Wernersville, Pa., May 7-9, 
1946. 








Illinois Telephone Association will hold convention, Peoria, Iil., May 8, 9, 1946, 





Sonaricas, Putte Power Association will hold annual meeting, Memphis, Tenn., May 
9-11, " 





4 Indiana Gas Association will hold annual convention, French Lick, Ind., May 9, 10, 
1946, 





§ Ohio Telephone Association: begins convention, Columbus, Ohio, 1946. 














9 Southeastern Electric Exchange starts annual conference, Edgewater Park, € 


Miss., 1946 
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Authenticated News 


Transmission Wires: The Nerve Centers of Electricity 


Pictured above is a workman installing equipment in the 
left switch yard on the hilltop above the west 
abutment of the Grand Coulee dam. 
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Can Rate Change Results 
Be Precisely Predicted? 


How much electricity would a domestic consumer use if it 
were given away free? Is it possible to anticipate the results 
of a given electric rate adjustment on the basis of a mathe- 
matical relationship between cost per unit of service and total 
sales per customer? These and other important questions af- 
fecting the formulation of sound postwar rate policies for elec- 
tric utilities are discussed in this article, based upon the sug- 
gested recognition of an interesting formula for determining 
the effect of domestic rate changes on sales and revenue per 
customer. 


By G. C. DELVAILLE 


result of a given human activity in 

an exact mathematical formula. 
Yet, that is exactly what is suggested 
by recent studies made of interesting 
mathematical relationship which ap- 
parently exists between the unit cost 
of electricity to domestic customers 
and resulting sales and revenue per 


[ is not often possible to express the 
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customer—with due regard for local 
factors affecting particular utility op- 
erations. 

Of course, the fact that some degree 
of causal relationship exists between 
rate reductions on the one hand and 
increased consumption on the other 
has long been recognized—virtually 
since the beginning of commercial util- 
APR. 11, 1946 
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ity operations. Indeed, the discussion 
among rate experts as to whether lower 
unit rates were more the result than 
the cause of larger per customer con- 
sumption (or vice versa) has at times 
approached the vigor of that classic 
controversy as to which came first— 
the egg or the hen. 

But we are not concerned here with 


i 


relative cause or effect of this relation- 
ship—but with the somewhat more 
practical problem of reducing it to a 
formula which may possibly be used as 
a gauge if not a guide in the formula- 
tion of postwar sales program, for test- 
ing the soundness of rate structures, 
and providing a valuable instrument 
for rate engineering practice. 


GRAPH I 
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CAN RATE CHANGE RESULTS BE PRECISELY PREDICTED? 


A word by way of background. This 
suggested formula was arrived at while 
trying to find some handy method of 
predicting the increase in kilowatt- 
hour sales which a given reduction of 
domestic rate schedules would pro- 
duce. In plotting the kilowatt-hour 
sales per customer against the average 
rate at which these kilowatt hours were 
sold, it was noticed the various points 
on the plotting chart fell into a fairly 
well-defined curve. The very shape of 
this curve made us suspect that a log- 
arithmic function was involved. 

Therefore, these same points were 
plotted on semilogarithmic paper, us- 
ing the arithmetical scale for the aver- 
age rate and the logarithmic scale for 
annual kilowatt-hour sales per cus- 
tomer, as well as for annual revenue 
per residential customer. Immediately 
the points plotted, covering domestic 
sales for the years 1930 to 1941, inclu- 
sive, aligned themselves in the straight 
line shown in Graph I, page 466. 

For those readers who may well 
have forgotten or may be rusty on the 
logarithm, a brief definition may, at 
this point, refresh the recollection 
enough for them to grasp the general 
import of this analysis : A logarithm is 
simply the exponent of the power to 
which a fixed number, called the base, 
must be raised in order to produce a 
given number.” 


I’ any two of these three entities are 
known—the base, the logarithm, or 
the result—the third or missing item 


1 For OO he te 10 raised to the third power 
equals 1,000 base is 10, the logarithm 3, 
= - result age Hence the usual formula 
or the simple (or sian) logari i 
the reader may pola soe school days: bl = 
n. If b, the base, is 10, and », the known result- 
ing number, is 1,000, then 1, the logarithm, 
must be the third power. 
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can be obtained mathematically. For 
purposes of the computation we wish 
to examine here, two quantities are 
presently known from any given util- 
ity’s operating records: (1) the aver- 
age cost per kilowatt hour of electric- 
ity to its domestic customers; (2) the 
average annual sales of kilowatt hours 
per domestic customer. The third item 
is the constant, which must vary for 
each utility or group of utilities so as 
to reflect local geographical or eco- 
nomic factors affecting the particular 
utility operations. This determines the 
slope, or “pitch,” of the straight line 
and its location on the graph. We shall 
learn a little more about these local fac- 
tors somewhat later. For the present 
let us proceed to phrase our basic for- 
mula, logarithmically. Let us assume: 
Y equals annual kilowatt-hour sales 
per customer 
X equals average rate per kilowatt 
hour 
Then Y = K* 
where K is the constant which varies 
for each utility or group of utilities. 


So much for the base formula. We 
have already seen what happened in 
Graph I when we plotted our different 
quantities on semilogarithmic paper. 
We then made similar graphs for many 
other utilities, some of which are illus- 
trated herein, and in practically every 
case the straight-line relationship, al- 
ready mentioned, was confirmed. This 
relation also holds true for the United 
States as a whole. 

Of course, an increase in the average 
annual domestic consumption should 
result in a decrease in average rate, 
since rate schedules are constructed so 
as to give this very result. In addition, 
the rate reductions made by most utili- 
ties over the years which were investi- 
APR. 11, 1946 
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gated were instrumental not only in in- 
creasing consumption but also in low- 
ering average rates. It is also natural 
that this increase could be expressed as 
a logarithmic function since the in- 
crease in consumption of electric en- 
ergy in a home is directly related to 
human activities; in other words, it is 
akin to a biological growth. Such 


growths can usually be expressed in 
terms of logarithmic functions. 

Basically, two essential factors de- 
termine the slope of this straight line 
and its location on the graph. They 
are (1) the rate schedule and (2) the 
price of electrical appliances. Directly 
related to these two basic factors are 
such items as: 


e 
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a. The economic level of the area 
involved ; that is, the customer’s pur- 
on power. 

b. Factors which determine rate 
levels, such as the rate levels in the 
territory surrounding a given utility, 
the cost of generating power and bring- 
ing it to load center, climatic condi- 
tions, and, what is most important, the 
costs of competitive methods of cook- 
ing and water heating. 

c. The merchandising policies of 
the utility and the aggressiveness of its 
appliance salesmen. 


HILE the effect of these items on 

rate levels and consumption is 
fairly obvious, those related to climate 
and to competitive fuels need further 
explanation. In a climate having long 
periods of high temperature, such as in 
parts of the Southwest, customers will 
be willing to pay rates higher than in 
other sections of the country for the 
comfort of electric cooking and air 
conditioning. On the other hand, 
where natural gas is available for cook- 
ing and water heating, not to mention 
air heating, electric rates have to be 
brought down to very low levels to 
compete with this cheap fuel. 

So far, this discussion has been con- 
fined to the relation between kilowatt- 
hour sales per domestic customer per 
year and the average rate at which 
these were sold. There also exists a re- 
lation between the average annual rev- 
enue per domestic customer and the 
average rate. If we let Z equal this av- 
erage annual revenue, then our orig- 
inal formula gives us 

Z = XY = XK* 

The curve which this formula rep- 
resents can easily be obtained from 
Graph I. For instance, at 4 cents per 
kilowatt hour, this graph gives an av- 
erage annual sale figure of 1,135 kilo- 
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watt hours per customer. Multiplying 
these kilowatt hours by 4 cents per 
kilowatt hour gives an average annual 
revenue of $45.40 per customer at that 
average rate. Other points can be ob- 
tained to give the curve shown in 
Graph IT. (See page 468. ) 


iE Lies startling feature about this 
revenue curve is that it has a 
maximum at a definite average rate. If 
we try to increase average kilowatt- 
hour consumption beyond that ob- 
tained at this point of maximum reve- 
nue, the decrease in average rate will 
offset the increase in kilowatt-hour 
consumption, and the average annual 
revenue per customer will decrease. 
The graphs shown for other utilities 
confirm this peculiarity. This is also 
borne out by our own experience. The 
table as outlined on page 470 shows 
the basic data from which Graphs I 
and II were constructed. It will be 
noted that while kilowatt-hour use per 
customer per year increased 18 per 
cent from 1938 through period ended 
March 31, 1945, the revenue per cus- 
tomer per year only increased .8 per 
cent during the same period. 


HIS effect cannot be ascribed to 

the decreasing rates composing a 
rate schedule. Certainly, if our cus- 
tomers use 1,300 kilowatt hours per 
year and pay us $45 for these, any in- 
crease in kilowatt-hour use will in- 
crease the revenue per customer, no 
matter how low the rate at which such 
kilowatt hours are sold. The cause for 
this decreasing revenue with increas- 
ing kilowatt-hour sales must be as- 
cribed to rate reductions as they relate 
to customer purchasing power. This is 
APR. 11, 1946 
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5.88 


7 


best explained by the following ex- 
ample: 

It must be remembered that, in the 
long run, the customer cannot spend 
more than his income. This income 
will then have to be budgeted, either 
consciously or through the uncon- 
scious operation of the trial-and-error 
method. Of this budget, only a limited 
amount is available for lighting, re- 
frigeration, cooking, water heating, 
and air heating, the amount so avail- 
able being dependent on the income 
group in which the customer belongs. 
If electric rates do not permit carrying 
on these functions and keeping within 


e 


Per Cent Distribution 
Of Total No. of Families 


rea 


(From U. 


ps B and C estimated by means of U. S. 


u 
em Bulletin P-14 No. 2.) 
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Kilowatt-hour 


Customer 


the budget allotment, the customer will 
use other and cheaper methods of per- 
forming such functions. 

In the United States, income is dis- 
tributed among wage or salary earners 


as outlined below. 
[” us suppose that we decide to sell 
electric ranges to a group of cus- 
tomers whose income is distributed in 
accordance with the table below. To 
sell ranges to the families having an- 
nual incomes in excess of $4,000 
(groups A and B) will be fairly easy 
and require only slight reductions; as 
the budgets of these families are elas- 


Accumulated 
Percentage 


Department of Labor Bulletin No. 723. Split between 
Depart: 


ment of Commerce 
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tic enough to stand an increase in cook- 
ing costs. To sell ranges to Group C, 
representing 10 per cent of the total 
number of families, may require some 
rate adjustment, their budgets not be- 
ing as elastic as those of the preceding 
groups. Since the preceding groups 
represent only 8 per cent of the total, 
such a reduction is bound to result in 
an increase in revenue. To sell ranges 
to the next group, D, becomes more 
difficult. It may be necessary to make 
a sizable reduction in order to fit elec- 
tric cooking costs within that class’ 
budget. But, obviously, an increase in 
gross revenue brought about by 22 per 
cent of the customers adopting electric 
ranges will more than offset the reduc- 
tion granted the 18 per cent represent- 
ing the higher income brackets. The 
same reasoning may be applied to the 
sale of electric ranges to Group E and 
possibly to Group F. However, its ap- 
plication to Group G is doubtful. Here 
we have 16 per cent of our customers 
with such a low income that drastic re- 
ductions will have to be made in the 
cost of electric cooking in order to en- 
able them to operate ranges. Such a re- 
duction will also apply to the 71 per 
cent of the total customers who already 
have ranges. 

It is most unlikely that the increase in 
sales brought about when 16 per cent 
of the customers adopt electric cook- 
ery at reduced rates will offset the re- 
ductions given to 71 per cent of the 
customers. Thus, the revenue, and 
hence the revenue per customer, will 
decrease. 

A similar but larger decrease in 
revenue per customer will be effected 
if we try to sell electric ranges to the 
lowest income group, representing 13 
per cent of the customers. 
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O’ course, this illustration is crude 
and overly simplified. For one 
thing, it does not bring out the fact 
that sometimes electric ranges are sold 
to people who can’t afford to operate 
them, following which reductions have 
to be made to keep the ranges on the 
lies. However, it will give an idea of 
the mechanism by which increases in 
per customer kilowatt-hour sales may 
result in a decrease in per customer 
revenue. Incidentally, these graphs 
show that there is a definite limit to the 
kilowatt hours that can be sold to do- 
mestic customers, which limit is ob- 
tained by an extension of the straight 
line representing kilowatt-hour sales 
on Graphs I and II with the “zero cents 
per kilowatt-hour” axis, giving a maxi- 
mum sale of 3,532 kilowatt hours per 
customer per year if current is given 
away. Of course, the accuracy of such 
an extension is very problematical, but 
it is a fact that there are limits to the 
kilowatt hours which a domestic cus- 
tomer can use, even if these cost noth- 
ing, one of these being the financial 
ability of the customer to buy the ap- 
pliances needed to use the kilowatt 
hours. 

It would then appear that if our 
kilowatt-hour sales per domestic cus- 
tomer per year continue to increase, 
the revenue per customer per year will 
eventually decrease. But will the pres- 
ent straight-line relation (when plotted 
on semilogarithmic graphs) between 
the kilowatt-hour sales and the average 
rate continue? Past experience would 
so indicate. This relation held true dur- 
ing the last depression. 


y also held true during the readjust- 
ment period which followed it, as 
well as during the period immediately 


APR. 11, 1946 





PUBLIC UTILITIES FORTNIGHTLY 


preceding our entry in the war. Dur- 
ing the period illustrated by Graphs I 
and II—namely 1930 to 1941, inclusive 
—there were many rate reductions; a 
decrease followed by an increase, in the 
price of appliances, and various long- 
term appliance sales policies were put 
in effect, all without affecting this 
straight-line relationship. Only the war 
seems to have caused a deviation in 
this straight-line relationship. All the 
graphs illustrated were correlated on 
data covering prewar years; that is, 
prior to 1942. It will be seen that, since 
1941, utilities having a great deal of 
war activity within their territory have 
shown an increase in kilowatt-hour use 
per customer per year in excess of that 
shown by a projection of the straight 
line determined by the record estab- 
lished prior to 1942. This may be due 
to a shortage of housing facilities with 
consequent renting of rooms which 
would ordinarily be idle. In some cases 
this may be due to doubling up of 
families in one residence. Also indus- 
trial shifts around the clock have 
caused lighting use in residences at 
other than normal times. Furthermore, 
there are reasons to suspect that some 
utilities included in their data as single 
customers master metered emergency 
housing projects, thus artificially in- 
creasing the per customer kilowatt- 
hour consumption. 


[’ may well be that in this postwar 
period consumption may decrease 
in such a way as to resume following 
the straight-line trend established prior 
to the war. An indication that such may 
be the case is given by our own domes- 
tic service sales for the years 1942, 
1943, 1944, and the twelve months’ 
period ended August 31, 1945. Trans- 
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lated in terms of the relation between 
kilowatt-hour sale per domestic cus- 
tomer per year and average rate at 
which such sales were made, the results 
for these years are shown in Graph III, 
page 473. 

For the year 1943, this graph shows 
the characteristic increase in excess of 
the prewar trend shown by other utili- 
ties affected by war activities. This in- 
crease was then offset by a rate reduc- 
tion, and, in spite of the war boom in 
effect throughout the territory, the 
growth from then on followed the es- 
tablished prewar trend. 

It would then appear that utilities 
cannot increase their per customer do- 
mestic kilowatt-hour sales without 
eventually decreasing their revenue per 
domestic customer unless something 
new and very different from what has 
happened in the past takes place in the 
future. A clue to what such a “some- 
thing new” might be was indicated by 
what happened in Imperial valley some 
years ago. In that territory, from 1926 
to 1936, inclusive, the kilowatt-hour 
sale per domestic customer increased 
steadily from 628 kilowatt hours per 
customer in 1926 to 1,598 kilowatt 
hours per customer in 1936. However, 
the annual revenue per domestic cus- 
tomer reached a peak of $69.86 in 1932 
and then decreased to $60.68 in 1936. 
This decreasing trend ended in 1936, 
and thereafter the kilowatt hour 
climbed to a peak of 2,368 kilowatt 
hours per customer per year and the 
revenue to a peak of $69.34 per cus- 
tomer per year. 


wo major factors contributed to- 
ward reversing this trend of de- 
creasing revenue in spite of increasing 
kilowatt-hour sales. They were, first, a 
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merchandising campaign much more 
intensive than any previous one, dur- 
ing which merchandise was sold on ex- 
tremely small down payments, with in- 
stalments spread over a 5-year period. 
Second, an entirely new appliance ap- 
peared in that territory. It was the 
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desert cooler. This is an inexpensive 
house cooler consisting of a one-sixth 
to one-fourth horsepower motor blow- 
ing large quantities of air through the 
house after passing it through an 
excelsior pad constantly moistened with 
water. These coolers are especially ef- 
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fective in dry desert climates where 
they operate continuously through the 
summer. A very large majority of 
domestic customers adopted these 
coolers even though we made no special 
effort to sell them this equipment. 

Thus a very aggressive sales policy 
may be a way to depart from estab- 
lished relations between rate and kilo- 
watt-hour sales. However, as previ- 
ously pointed out, great care must be 
taken not to sell appliances to custom- 
ers who cannot pay the operating 
cost at existing rate schedules. Similar 
results can be obtained by selling to 
customers appliances which perform 
functions that can only be done elec- 
trically, such as the desert coolers 
previously mentioned, washing ma- 
chines, radios, and air conditioners. 
These do not compete with other 
forms of fuel or energy. If the custom- 
er’s desire for such appliances is suf- 
ficient for him to do without other 
things in order to pay for the operat- 
ing cost, such appliances can be con- 
nected to the lines, reducing rates, thus 
increasing both the kilowatt-hour use 
and the revenue per customer at a rate 
of speed greater than that previously 
established. 


HE postwar era is going to be a 

particularly favorable period for 
carrying out intensive merchandising 
campaigns and selling noncompetitive 
appliances having high customer ap- 
peal. Owing to advertising, magazine 
and newspaper articles, the public is 
extremely electrically minded and 
hence will easily respond to such a mer- 
chandising campaign. Also, all kinds 
of new “noncompetitive” appliances 
are about to be placed on the postwar 
market. Among them will be deep- 
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freeze units, air conditioners, laundry 
driers, television sets,- precipitrons 
with their attendant blowers, and 
many other appliances. Customer de- 
sire for ownership of these appliances 
will be great; and hence it will most 
probably be possible to sell them under 
existing electric rate schedules. This 
will offer a wonderful opportunity to 
break away from any prewar relation- 
ship between average rate and kilo- 
watt-hour sales, and increase sales 
without reducing the per customer 
revenue. 

So far this study has concerned it- 
self with gross revenue, and not with 
return on the investment. Of course, it 
is possible for a utility to sell more 
kilowatt hours to its domestic custom- 
ers, receive less money from each of 
these customers, and still not decrease 
its rate of return. This can be done by 
increasing the number of residential 
customers without making a propor- 
tional increase in investment. Thus a 
utility with a distribution system hav- 
ing relatively few customers per mile 
of line can reduce its domestic rates 
even to the point of reducing its reve- 
nue per customer, and still earn a 6 per 
cent return, provided additional cus- 
tomers are connected to existing lines 
at no additional investment other than 
service drop and meter and possibly 
some additional transformer capacity. 

On the other hand, a utility serv- 
ing a slow-growing, highly concen- 
trated urban center is not so favorably 
situated, and repeated rate reductions 
made in an attempt to increase domes- 
tic consumption may result in a de- 
crease in per customer domestic reve- 
nue with a corresponding decrease in 
return for that class of service. 

Thus it is time for utility manage- 
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ment to appraise carefully its domestic 
sales, the past trend of these sales, and 
their probable future expansion. The 
method outlined provides a good tool 
for such an analysis. It enables the rate 
engineer to determine the increase in 
kilowatt-hour sales and revenue which 
a given rate reduction will produce. 
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This can be done by determining the 
immediate drop in average rate pro- 
duced by the reduction, without in- 
crease in kilowatt-hour sales. A fairly 
simple analysis will give the average 
rate at which additional kilowatt 
hours will be sold. The point of inter- 
section of the projected straight-line 
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trend, as shown in Graph I, with the 
curve of increase in per kilowatt-hour 
per customer sale will give the increase 
in kilowatt-hour sale to be expected 
from the rate reduction. This process 
is illustrated in Graph IV, page 475. 

This same method will indicate 
whether such a reduction will decrease 
the per customer revenue as a by-prod- 
uct of increasing the kilowatt-hour 
sales. 

The next step is to have the en- 


gineering department determine the 
investment required to serve the loads 
to be added by means of such a rate 
reduction. With this data and an esti- 
mate of the new customers to be added 
to the system, it is an easy matter to 
determine the final effect of a reduc- 
tion in domestic rates on net earning. 
Thus, through this type of analysis a 
utility can come to a conclusion as to 
the best merchandising and rate reduc- 
tion policy to adopt in the postwar era. 





Red-hot Hot Dogs Hot off the Radio Waves 


. ron General Electric-built canteen, equipped to serve 
hot dogs, hamburgers, and grilled cheese sandwiches— 
all heated by high-frequency radio waves—is expected off the 


production line soon. 


The machine looks something like the usual soft-drink or 


cigaret machine, but is slightly larger. It plugs into the regu- 
lar 100-volt outlet and works like this: 

A customer walks up to the machine, drops in a dime, and 
pushes a selection button. This trips a tray, and down into an 
electronic oscillator coil, visible to the customer, falls a 
wrapped sandwich. 

As it falls into place, high-frequency radio waves are 
brought into play, heat the item to proper temperature, where- 
upon it falls into a glass door compartment, ready for the cus- 
tomer to unwrap and eat. 

Frankfurters and hamburgers for this electronic canteen 
are to be-cooked previously in a special sanitary kitchen, 
where the mustard will also be applied to the hot dogs. 
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Oil from Davy Jones’ Locker 


A new age of discovery begins, indicating, in the 
opinion of the author, that there will be plenty of 
petroleum. 


By ROBERT M. HYATT 


ment have been predicting that 

America’s oil reserve is good for 
only about fourteen years at most ; that 
afterward we'll be out of lubricating 
oil, kerosene, and gasoline. Which 
means that we must quit driving. 

Do you believe that ? 

Don’t. It is utter nonsense. This 
article, backed up by several eminent 
authorities in the oil business, whom 
we shall quote, tends to prove that we 
have enough oil—as yet untapped— 
for the next thousand years! 

This is not the only gasoline po- 
tential. We have an additional 2,000 
years of gasoline in our coal. And, in 
addition to coal, we have uncountable 
billions of feet of natural gas which 
can be converted into gasoline. 

There are oceans of oil beneath the 
land and sea yet to be explored. Per- 
haps the largest potential oil source is 
under the shore waters of the Gulf of 
Mexico, where already successful drill- 
ing has been done. A huge sand bar 
off Cape Hatteras is now being test- 
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drilled. Of course, underwater drilling 
is in its infancy—merely, incidentally, 
because it has not been necessary, since 
we are still not short of oil in spite of 
the alarmists. 

The largest underwater oil project 
which presages what may come even- 
tually on the Atlantic, Gulf, and Cali- 
fornia coasts, is at Lake Maracaibo, 
Venezuela. Here a 50-mile shore strip 
is one of the world’s great sources of 


oil. As I write this, a geologist friend 


of mine is taking a plane for Lake Mar- 
acaibo in the capacity of geophysicist 
for one of the West coast oil com- 
panies. From him I learned many of 
the startling processes employed in 
tapping nature’s undersea oil domes. 


F@ the past several years, secret 
surveys have been going on in vari- 
ous states by major oil companies. 
New, vastly rich deposits have been 
found in Wyoming, Texas, Okla- 
homa, Louisiana, and two or three 
South Atlantic states. But by far the 
most promising discoveries are the 
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“domes” charted along the United 
States’ continental shelf. While scien- 
tific exploration goes on for oil held in 
Davy Jones’ Locker, it might be well 
to mention that there are a number of 
states not now producing oil which 
will, when the time comes, be ready to 
support many wells. These are Ari- 
zona, Delaware, Georgia, Iowa, Mary- 
land, Massachusetts, Minnesota, Mis- 
souri, New Jersey, Oregon, North 
Carolina, South Carolina, North and 
South Dakota, Utah, Virginia, and 
Washington. 

Everyday, new techniques are de- 
veloped in order to tap nature’s vast 
storehouses below the land and below 
the sea. Engineers have had to invent 
every step of the way for men to seek 
oil far at sea. Drill deck footings were 
established on giant concrete piles up 
to 150 feet in length. For greater 
lengths, hollow metal piles encased 
with concrete were used. When the 
time comes to drill in extremely deep 
water off our coasts, the industry will 
know how. 

The rock formations in which oil is 
found are usually characteristic in 
shape, and geology and geophysics 
have reduced to a science the search 
for such formations. Much of the most 
promising and easily accessible land 
areas of the world have already been 
investigated, but the demand for pe- 
troleum is insatiable. 


NX this time, location, drilling, and 
production in water deeper than a 
few hundred feet must await the tech- 
niques of some future Jules Verne. 
The first problem is field location; 
here, extensions of surface geophysi- 
cal operations are used at present, with 
much the same success as on land. The 
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seismic method of locating possible oil- 
bearing structures has been used in the 
Gulf of Mexico to map formations as 
far as 26 miles offshore. Water, nat- 
urally, complicates the problem of lo- 
cating the explosives and recording in- 
struments, such as seismographs—the 
latter used to detect oil-bearing strata 
by recording the intervals between the 
receipt of the sound waves reflected by 
these and overlying layers. 

Another well-known tool of the geo- 
physicist, the gravimeter (here a 
waterproof variety) has also been used 
by several major companies for under- 
water exploration. This device is help- 
ful in the location of those geological 
deformations with which oil is often 
associated. The gravimeter measures 
the pull of gravity at various points, 
and its data may be interpreted from an 
understanding of the density varia- 
tions of the hidden rocks. For example, 
igneous rocks are usually quite dense, 
and where these approach the surface, 
as at the crest of a dome, the gravity 
pull is a little greater, although only the 
most sensitive instrument could tell it. 
Salt domes present a reverse case. 


A pein the derrick and other 
equipment necessary for drilling 
the well (once indications of oil-bear- 
ing structures are found) is no mean 
feat when the drilling site is under 
water. 

The methods used vary accord- 
ing to the depth of the water above the 
site. Where the water is shallow 
enough to permit it, the equipment is 
towed to the location in a high-walled 
barge which is sunk to the bottom, its 
sides forming a caisson against the 
water surrounding it. The largest sub- 
mersible barges are designed for op- 
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eration in from 10 to 15 feet of water. 
In depths less than 10 feet there is not 
enough water to float these barges, and 
in greater depths than 15 feet they are 
flooded. 

In the bayous of Louisiana, where 
the water level fluctuates between sub- 
stantial dryness and over 20 feet at 
flood stage, artificial islands have been 
constructed, using earth excavated 
from the canals and slips dredged for 
the locations. These were packed and 
covered with timber mats, and the 
drilling equipment was supported on 
them. Another man-made, 9,000-foot- 
square island was used to drill a well 
off Prince Edward island in the Gulf 
of St. Lawrence. This was of wood- 
cribbing construction, floated to the 
location, and there filled with rock and 
concrete. The drilling derrick was sup- 
ported on concrete columns reaching 


to solid bedrock. 


gue ecg reinforced-concrete 
piling, driven deep-into the earth, 
has been used at Lake Maracaibo, at 
depths up to about 60 feet and as far 
as 7 miles from land; piles used are 
about 130 feet long and 24 inches 
square. 

For deeper water, interesting buoy- 
ant foundations have been suggested. 
Mounted on skids of air-filled steel 
pipe, with legs of like material, these 
would be built in sections and towed by 
skidding along the ocean’s floor until 


the first section is barely above the sur- 
face. Then the next section would be 
erected atop the first, and towing re- 
sumed. With such foundations, it is 
believed possible to exploit fields 100 
fathoms (600 feet) underwater, such 
as the continental shelves which sur- 
round the United States as far as 100 
miles out to sea. 

Directional drilling, in which the 
drilling bit is deliberately deflected 
from the vertical, has been used for 
both shore-based and offshore opera- 
tions. Some 90 wells of the first type 
have been drilled on the Pacific coast, 
reaching sands 4,000 feet beneath the 
ocean floor at points. From a single off- 
shore foundation, which has been 
erected as far as 14 miles from land, it 
is possible to drill a network of wells 
covering an area of about one square 
mile. 


HE fascinating search for oil in- 
cludes the use of the seismograph, 
which is playing a spectacular part in 
the more precise location of the “traps” 
in which oil may have accumulated. 
Seismograph crews actually create ar- 
tificial earthquakes by setting off dyna- 
mite charges under the ground. The 
explosion causes elastic waves to pene- 
trate deeply into the earth where they 
are reflected back and photographed by 
delicate instruments. 
By skillfully interpreting the reflec- 
tions, the geophysicist can determine 
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acteristic in shape, and geology and geophysics have reduced 


q “THE rock formations in which oil is found are usually char- 


to a science the search for such formations. Much of the most 
promising and easily accessible LAND areas of the world have 
already been investigated, but the demand for petroleum is 


insatiable.” 
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whether or not the nature of the under- 
lying structures warrants the gamble 
of drilling. 

It was the recording of a few large 
accidental explosions by earthquake 
seismographs that led to the seismic 
method of studying subsurface strata 
of the earth in quest of oil. 

Telltale electrical characteristics 
which distinguish the different strata 
penetrated in drilling for oil now pro- 
vide clues to the prospects of success. 
Electric logging is a relatively new 
practice in the industry, but its use is 
now an accepted routine operation on 
practically every well drilled. Former- 
ly, knowledge of the strata could be 
gained only by examining the cuttings 
from the drilling mud, and the infor- 
mation was not always reliable. 


iy electric logging a metal electrode 


is let down into the well by a cable, 
and a wire is grounded at the surface 
to complete the circuit for current sup- 
plied by a generator. As the electrode is 
slowly drawn up, the current through 
the ground meets varying resistances 
which identify the nature and content 
of the rock strata. These variations are 
photographed and recorded in the form 
of wavy lines on a chart which provides 
an accurate guide for geological inter- 
pretation. 

The log can be compared with those 
of other logged wells in the area to de- 
termine whether the same formations 
are being encountered, and a great deal 
of guesswork is thus removed. 

Standard Oil Company of Texas 
uses the electric log in all its drilling ac- 
tivities, as a means of obtaining the 
most reliable data possible on the tricks 
nature may have played to upset the 
calculations of geologists. 
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Eugene Holman, president of the 
Standard Oil Company of New Jer- 
sey, not only claims that more than 
15,000,000,000 barrels of oil will be 
found in the Western Hemisphere, but 
that with new techniques we can get a 
“second crop” of oil from out of old 
wells. We can flush out remote “lost” 
deposits of oil and sand by repressuring 
with gas or flooding with water. 


HE United States has 400,000 ac- 
tive oil wells, about 300,000 being 
“strippers” that are so exhausted they 
produce only from one-half barrel to 
3 barrels a day and account for less 
than 15 per cent of our total produc- 
tion. Large numbers of these are aban- 
doned yearly because they do not pay 
or because their flow cannot be re- 
started after having been left without 
being pumped for too long an interval. 
We often think of oil fields in terms 
of square miles. Actually, we should 
think of them in cubic miles. This 3- 
dimensional situation is due to the sim- 
ple fact that different layers of oil 
often exist in one field, sometimes 
separated by many thousands of feet. 
And the presence of the deeper oil may 
not become known until many years 
after the shallower sand has been 
tapped. It is found by drilling deeper— 
vertical exploration. 

Examples of this are legion, but a 
typical illustration is found in the field 
at Elk Basin, Wyoming. This field was 
discovered some thirty years ago and 
wells were drilled 1,000 feet deep. The 
stand at this level produced for many 
years and the field neared exhaustion. 
Then, in 1942, a test well was drilled 
several thousand feet deeper and en- 
countered a new oil pool, several times 
larger than the original one. Oil pools 
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Electric Logging in the Oil Industry 


+ nl Er rape electrical characteristics which distinguish the different 

strata penetrated in drilling for oil now provide clues to the pros- 

pects of success. Electric logging is a relatively new practice in the indus- 

try, but its use is now an accepted routine operation on practically every 

well drilled. Formerly, knowledge of the strata could be gained only by 

examining the cuttings from the drilling mud, and the information was 
not always reliable.” 





thus often lie one below another, like 


stories of a building. We are far from 
having fully tested this vertical fron- 
tier, for the average depth of U. S. oil 
wells in recent years has been less than 
5,000 feet, whereas we actually have 
found oil as deep as 13,000 feet. 


ow do geologists presume to pre- 
dict that there are at least 50,- 
000,000,000 barrels of oil yet to be 
found in the United States? Let Mr. 
Holman explain. 

“In the United States,” said he, 
“there is an area of approximately 2,- 
500,000 square miles of sedimentary 
rock—the geological name for the kind 
of rock in which oil is found. Of this 
area, 1,500,000 square miles are favor- 
able for the accumulation of petro- 
leum. And scarcely half of this terri- 
tory has been thoroughly explored for 
oil. Studies of oil discoveries in the past 
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show that, when thoroughly explored, 
from 1 to 3 per cent of favorable 
territory produces oil. 

“Using only the lowest expectancy, 
1 per cent, the geologists’ calculations 
yield the 50,000,000,000-barrel figure. 
But there still is a chance, and a good 
one, that 3 per cent or even more of 
some of the land will produce oil, In 
this case, the potential 50,000,000,000 
may be increased.” 

Explorations for oil ceased almost 
entirely during the war. During the 
last year and a half, scientists of the 
geological survey of the Department 
of the Interior, codperating with the 
oil industry, found reserves at a greater 
rate than petroleum was being con- 
sumed. This was particularly impor- 
tant since, because of war conditions, 
average annual consumption rose from 
1,500,000,000 barrels in 1940 to 2,- 
500,000,000 barrels last year. 
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Ee greater rate of tapping de- 
pleted the oil wells to a serious de- 


gree during the war, these geologists 
say, but not seriously enough to make 
a dent in the nation’s reserves. 

The most hopeful oil reserve in the 
United States is that found in the con- 
tinental shelf. As soon as the technical 
difficulties which beset geologists try- 
ing to get at the underwater oil are 
solved, experts believe there will be 
made available more than double the 
existing oil reserves. 

The natural process of oil making— 
an underwater occurrence which scien- 
tists cannot explain—is continuing all 
the time, but at a pace approximately 
one-millionth as fast as consumption 
throughout the world. 

It is also believed synthetic oil can 
be made from coal which would be as 
good as natural petroleum. But here, 
too, there is reason to believe coal re- 
serves in this country are not enough 
to insure sufficient coal for fuel and 
also for synthetic manufacturers, in- 
cluding petroleum. 

The Germans used petroleum made 
from coal during the war and their 
patents are available to United States 
industry. 


|B Speers present methods of oil pro- 
duction, only about 25 per cent 
of the oil in a field is recovered. It is 
believed that there are 27,000,000,000 
barrels of crude oil locked in Cali- 
fornia’s lower oil stratum. The Union 
Oil Company of California is going 
about tapping that enormous reservoir. 
Their method is known as “washing 
with water,” and is taking place at a 
depth of 4,200 feet. 

The process is accomplished by 
pumping water down a central well into 
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the oil sand. Then the surrounding 
wells are pumped in the usual manner. 
In this way the water is circulated 
through the oil reservoir and washes 
some of the particles of crude oil loose 
as it goes. 


Tr is anticipated that the output wells 
will produce about 10 barrels of 
water for each barrel of oil. However, 
once this emulsion of oil and water is 
pumped to the surface the two prod- 
ucts are separated and the water goes 
back to the input well to be pumped 
through the oil formation again. 

The method sounds easy, but actual- 
ly, because of the many complications 
which enter into the process, it becomes 
relatively expensive as compared with 
the standard procedure. 

For example, the water going into 
the oil formation must be free of all 
impurities and chemically inert with 
the formation. If this were not the 
case, after a few days of pumping 2,000 
barrels of water into the sand, a dirty 
water or chemically active water would 
soon clog the formation and make it 
impossible to continue washing the 
sand. 


ie Union Oil’s particular experiment 
it is calculated that 36,000,000 bar- 
rels, or 21 per cent of the total in the 
field, have been removed. This would 
indicate that 136,000,000 barrels still 
remain in the sand. Of course, it is not 
even hoped that 100 per cent recovery 
can be made, but even if 25 per cent of 
the remaining oil can be recovered it 
means that California still has a tre- 
mendous reserve when this method is 
applied to a number of fields. 

A new age of discovery begins. 
There will be plenty of oil. 
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Public Power Pendulum in the 
Pacific Northwest 


It has been swinging against the advocates of pub- 

lic ownership, declares the author. The fact is, he 

says, that the political power promoters have been 

swimming against the tide of public opinion ever 
since 1940. 


By JOHN DIERDORFF 


UPPOSE you were taking part in a 
radio quiz program and had this 


question popped at you: “In what 
section of the United States has public 
ownership of power been voted down 
at every significant election in the past 
five years?” 

What would your answer be? 

Would you be surprised to learn that 
one correct answer, at least, is: “The 
Pacific Northwest!” ? 

No one could be blamed for not hav- 
ing that answer on the tip of his 
tongue, because the volume of public 
power ballyhoo emanating from the 
Pacific Northwest in recent years has 
been in inverse ratio to the results 
achieved by the propagandists at the 


polls. 


483 


Yet the fact is that the political 
power promoters have been swimming 
against the tide of public opinion ever 
since 1940. It is a paradox of politics 
that the states of Washington and Ore- 
gon, where electric rates have long 
been the lowest in the nation, should 
have seen more public ownership bat- 
tles in the past decade than most re- 
gions see in forty years. 

A major reason for this is, of 
course, that the Pacific Northwest is 
so vastly rich in developed and poten- 
tial hydroelectric power—and hydro 
power seems to possess political sex ap- 
peal wherever streams meander toward 
the sea. Even the sluggish, silt-laden 
“cricks” of Nebraska wooed and won 
their political beaux! 
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E gw why hydro power should be 
more glamorous than other kinds 
of power is something a practical en- 
gineer must find difficult to under- 
stand. He can see little difference in 
principle between building a river dam 
and powerhouse to generate electricity 
from one natural resource, and open- 
ing a vein of coal or sinking an oil or 
gas well into the ground to utilize an- 
other natural resource for the produc- 
tion of kilowatt hours. 

The power politician, however, deals 
in simple emotional ideas and is usual- 
ly canny enough to avoid developing 
the logical corollaries of his argument 
that water power, being a natural re- 
source, should be publicly owned; #.e., 
socialized. 

In fact, the garden variety of power 
socialist today is more likely than not 
to be a self-appointed savior of free en- 
terprise, an eloquent friend of business 
and industry, and a denunciator of bu- 
reaucracy. Electric power which hap- 
pens to be generated by a water wheel, 
however, is “different.” Your ohm- 
and-volt politician would socialize it to 
“undergird” free enterprise, according 
to the line of patter he uses when mak- 
ing love to a chamber of commerce. 

An unimpressed listener to one such 
semisocialist rather saltily described 
the speaker as belonging to the “Yes, 
we'll have a glass of beer but we won’t 
go upstairs!” school of political and 
economic philosophy. 

Running with the members of this 
school, and constantly nipping at their 
flanks to keep the course veering to the 
left, are the disciples of encroaching so- 
cialism, To them, socialization of the 
electric industry is simply a long first 
step toward socialization of all key in- 
dustries. But they talk only about the 
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first step. They don’t dare to go on to 
remind the farmer, for example, that 
the soil he tills is a basic natural re- 
source, like the rain which waters the 
soil and the sun which warms it. 


A SHELF of books could be written 
about the guerilla warfare that 
has been carried on against the busi- 
ness-managed electric companies of 
Washington and Oregon during the 
past ten years. The sniping has been 
particularly heavy since the Bonneville 
Power Administration was established 
in 1937 and began giving comfortable 
jobs, transportation, and the free use 
of a big government sounding board 
to political power zealots who pre- 
viously had considered a noncollapsi- 
ble soap box a great windfall. 

The purpose of this article, how- 
ever, is not to recite the history of the 
battles, Instead, it is to give a high light 
picture of their setting, and the trend 
of the results. 

A study of the seven principal elec- 
tric companies operating in Washing- 
ton and Oregon shows, for one thing, 
that the Northwest householder buys 
his electricity at bargain rates—and 
uses it generously. 

The average price received per kilo- 
watt hour by these companies for resi- 
dential service is well under 2 cents— 
ranging down to a low of 1.49 cents. 
Compared with the 1945 national aver- 
age of 3.42 cents, even the top figure is 
more than 40 per cent below that for 
the nation. 

Five of the seven Pacific Northwest 
systems currently are under the 1.85- 
cent per kilowatt-hour average last re- 
ported for public distributors of TVA 
power! 

In fact, a report of the Washington 
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PUBLIC POWER PENDULUM IN THE PACIFIC NORTHWEST 


Department of Public Utilities shows 
that for the twelve months ended Octo- 
ber 31, 1945, the privately owned elec- 
tric companies of Washington sup- 
plied energy to their 333,812 residen- 
tial customers at an average price of 
only 1.67 cents per kilowatt hour, or 
10 per cent below the TVA average. 
Latest published figures for Oregon 
show 265,321 residential and rural 
customers served by the private com- 
panies of the state at an average kilo- 
watt-hour price of 1.87 cents—neck 
and neck with the TVA. 


MPORTANT, too, is the fact that the 
seven Pacific Northwest companies 
setting these enviable rate records paid 
1944 taxes totaling $14,918,717, of 
which $7,513,046 went to the Federal 
government. Their reports for 1945 
will show even heavier tax payments. 
The company with the lowest aver- 


f age rate per kilowatt hour paid out 23 


cents of every income dollar in taxes! 
Another large system paid 20.5 cents 
in taxes per dollar of revenue. 

Average annual use of electricity by 
residential customers of the North- 
west companies reflects vigorous de- 
velopment of the market. One large 
system reports an average of 3,214 


kilowatt hours, more than two and a. 


half times the national average. 
Homes that use 6,000 kilowatt hours 
or more a year are commonplace in 
the two states. To use such large quan- 
tities of electricity in a home it is usual- 


ly necessary, of course, to have both an 
electric range and an electric water 
heater, in addition to the usual lighting 
and small appliances. Available for 
automatic water-heating service ll 
through the Northwest are blocks of 
energy at rates of from 6 to 8 mills per 
kilowatt hour. Often these bargain 
blocks of energy can be used for other 
purposes, too. 

The output of public power hokum 
from the Columbia river basin could 
easily give a stranger the impression 
that the private companies, if any, were 
of no consequence. Thus it is interest- 
ing to note that the seven companies 
referred to serve approximately 750,- 
000 of the 950,000 electric customers 
in Washington and Oregon. And the 
great majority of the 200,000-odd cus- 
tomers of public systems are concen- 
trated on the lines of the Seattle and 
Tacoma municipal operations. 


P eherye relatively low in density 
of population, Washington and 
Oregon stand high in the advancement 
of rural electrification. According to 
an REA compilation as of July 1, 
1945, Washington stood eighth and 
Oregon ninth among the 48 states in 
percentage of electrified farms. For 
states that have more than their share 
of wide-open spaces, this is a record not 
to be sneezed at. 

The great bulk of the power lines 
serving the farmers of the two states 
has been built by the private compa- 


ze 


and Oregon, where electric rates have long beén the lowest in 


q “It ts a paradox of politics that the states of Washington 


the nation, should have seen more public ownership battles 
in the past decade than most regions see in forty years.” 
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nies, whose rural line development pro- 
grams date as far back into electrical 
history as 1906. 

The REA report indicates that 83.6 
per cent of Washington farms and 79.9 
per cent of those in Oregon now have 
central station electric service, com- 
pared with 44.7 per cent for the United 
States as a whole. 

The unsuspecting citizen who has 
been exposed to the pretty picture 
books, arty movies, and adroit press 
releases of the TVA, probably would 
be startled to discover in the REA re- 
port that Tennessee, “the first public 
power state,” has no more than 25.6 
per cent of its farms connected to a 
power line! 

Apparently it isn’t true that every 
clapboard shanty in the storied valley 
of the Tennessee now has an electric 
washing machine on the back porch, an 
electric range in the lean-to kitchen, 
and a gleaming white refrigerator 
grinding out ice cubes handy by the 
stillhouse ! 

Thus far we have been looking 
mainly at some of the significant sta- 
tistical facts about the electric compa- 
nies of Washington and Oregon. These 
facts speak well for the extent of their 
achievements, but tell only part of the 


story. The $64 question is: “What . 


does the public of the region think 
about these companies ?” 


D° the people of Washington and 
Oregon think they are doing a 
pretty good job? Or do they side with 
the “public” power politicians ? 

There was, of course, a period fol- 
lowing the 1933 depression low when 
the Bonneville name possessed an ex- 
traordinary magic, and power compa- 
nies, nationally and regionally, were 
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being “given the works” for mistakes, 
real and alleged. Against this back- 
ground, the power politicians were able 
to sway a considerable number of coun- 
ties into voting to organize public util- 
ity districts. 

In Washington, the big push for 
PUD’s occurred at the 1936, 1938, and 
1940 general elections. In 1936 there 
were 25 county PUD issues on the bal- 
lot, and 15 carried. In 1938, there were 
14 proposals to form PUD’s, and 7 car- 
ried. In 1940, there were 10 PUD elec- 
tions in the state, and only 4 gained ap- 
proval—exactly the opposite of the 
1936 ratio of PUD wins to defeats! 

The PUD election epidemic was 
slower to start in Oregon, with only a 
few scattered elections up to and in- 
cluding 1937, the year the Bonneville 
Power Administration was estab- 
lished. 

Four PUD proposals were brought 
to ballot in Oregon during 1938, and 
3 of them were voted down. The one 
tiny district organized on paper short- 
ly thereafter became inactive. In 1939 
there were 4 PUD elections in Oregon, 
with 2 carrying and 2 being defeated. 


Te in 1940 came a flood of 17 
elections in Oregon on the ques- 
tion of forming PUD’s. Eleven of the 
17 resulted in a negative vote, with the 
most populous area rejecting the PUD 
idea by a vote of more than 2 to 1. This 
was the city of Portland, where citi- 
zens took with a large grain of salt the 
glittering promises of the PUD pro- 
moters. 

Since 1940 the record of public own- 
ership elections in both Oregon and 
Washington contains no comfort for 
the power politicians. 

The first political power issue to 
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Comparison of Cost of Electricity 
“... a report of the Washington Department of Public Utilities shows 
that for the twelve months ended October 31, 1945, the privately owned 
electric companies of Washington supplied energy to their 333,812 resi- 
dential customers at an average price of only 1.67 cents per kilowatt hour, 
or 10 per cent below the TVA average.” 





come to vote in 1941 was on the ques- 
tion of municipal ownership in the city 
of Spokane, Washington. A vigorous 
campaign was waged by the propo- 
nents, whose propaganda material in- 
cluded a glowing “engineering” report 
prepared by the nation’s most active 
firm of propublic ownership consult- 
ants. 

The Spokane election was held 
March 12, 1941, and municipal owner- 
ship came out on the short end of a 
17,229-to-26,608 vote. 

In May, 1941, there were 2 PUD 
elections in Oregon. The first of these 
was in Clatsop county, which rejected 
the PUD proposal by a vote of 2,823 
to 3,019. 

A few days later, the citizens of 
Baker county ploughed under a PUD 
by the impressive margin of 808 to 2,- 
393. That closed the book for 1941. 


bse the advent of war, most peo- 
ple became too busy with urgent 
wartime tasks to give any thought to 
power politics, but even a war couldn’t 
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prevent some zealous groups from ad- 
vancing PUD formation proposals. 

One of these was in Washington 
county, Oregon, where 3 previous 
PUD proposals had been turned down. 
This time the proponents sought to 
beat the game by drawing up a plan for 
a strictly rural PUD, excluding the 
towns which had cast a strongly ad- 
verse vote on the earlier proposals. 

But this gerrymandering didn’t get 
the answer! The rural vote at an elec- 
tion on May 15, 1942, was against the 
PUD by a score of 1,820 to 3,201. 

In Adams county, Washington, 
where a PUD had been beaten in 1938 
and again in 1940, the political owner- 
ship zealots decided to try it once more 
at the general election in November, 
1942. Like their Oregon compatriots, 
they took a licking—766 to 1,053! 

Almost unbelievably, 1943 went by 
without a public ownership election in 
either state. 

In 1944 there were no PUD forma- 
tion elections in Oregon, but the state 
of Washington supplied further con- 
APR. 11, 1946 
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vincing evidence of the trend away 
from political power. 

On the Washington ballot in No- 
vember, 1944, was a referendum meas- 
ure which would have opened the door 
to the creation of super-PUD’s pos- 
sessed of the power to gobble up the 
business-managed electric systems in 
short order. 

The bill was supported by the politi- 
cal power zealots with every argument 
they could imagine. The power compa- 
nies, which fought the bill actively and 
openly, were accused over and over 
again of spending “millions” to 
“thwart the will of the people.” No 
state proposal ever received a more 
thorough airing. 

When the ballots were counted, the 
public power bill was found to be 
snowed under by a vote of 373,051 to 
297,919. It was the largest vote ever 
cast on a public power measure in 
Washington. The 75,132 majority 
against the bill was piled up from every 
section of the’state. 


HERE were several interesting 

side lights on the vote. One was 
the fact that in the three counties hav- 
ing the largest grange membership in 
the state—- Whitman, Spokane, and 
Yakima — 59.1 per cent of the votes 
were against the bill as compared with 
the state average of 55.6 per cent. 

In Garfield county, which has one of 
the largest grange memberships in 
proportion to the total population, 
68.4 per cent of the votes were against 
the bill, the highest ratio of any county 
in the state! 

Yet the political power leaders in the 
Washington State Grange were the 
noisiest supporters of Referendum 25. 
The organization’s weekly publication 
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devoted hundreds of inches of space 
to the campaign. A statewide radio 
program clamored week after week for 
the measure. No stone was left un- 
turned in the attempt to create the im- 
pression that the grange membership 
was solidly for the bill. 

Another interesting angle was the 
result of the vote in Seattle, where the 
city’s electric system has been in com- 
petition with Puget Sound Power & 
Light Company for the past forty 
years. 

The big argument advanced for 
Referendum 25 in Seattle was that it 
would make it easy for the Puget Com- 
pany’s system to be taken over by a 
super-PUD, in a deal which would give 
City Light the Seattle properties. 


HE idea of eliminating competi- 

tion, however, did not appear to 
have much appeal to Seattle users of 
electricity, even though long exposed 
to arguments that a merger would low- 
er their rates. They cast 62.1 per cent 
of their votes against the bill and only 
37.9 per cent in favor of it, a result 
which said rather plainly that Seattle 
citizens think the presence of a busi- 
ness-managed system is a good thing 
to keep City Light on its toes. 

There were other straws in the 1944 
election wind, too. While the citizens 
of Seattle were voting down Referen- 
dum 25, their neighbors in the rural 
sections of King county were voting 
down a PUD for the third time, by a 
substantial margin. 

In Yakima county, where a PUD 
was formed by a close vote in 1940, 
the one remaining public power die- 
hard on the 3-man PUD commission 
was voted out of office, and a conserva- 
tive orchardist elected in his place. The 
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other two of the original three commis- 
sioners were retired by the voters in 
1942. In Clark county, Washington, 
where the same group of three com- 
missioners had served since a PUD 
was formed in 1938, the voters indi- 
cated they weren’t too happy about re- 
peated PUD tax levies by retiring the 
one commissioner who was up for re- 
élection in 1944. 

More recently in Clark county there 
was an overwhelming, though unoffi- 
cial, expression of sentiment in favor 
of retaining private electric service. 


| pana the institution of con- 
demnation suits against the two 
electric companies serving the area (an 
action taken by the two public power 
extremists remaining on the PUD 
board), a postcard poll of the 17,000 
electric users in the area was conducted 
by the companies. 

Electric users were asked to mark 
one of two simple statements on a re- 
turn card, which bore no identifying 
marks : 


I like my present electric service or- 
ganization and want it to continue serv- 
ing me 

I would rather be served by the PUD 
and favor taking over your company by 
condemnation ( 


The results were most convincing, 
to everyone except the “public-power- 
at-any-cost” zealots. More than 6,000 
ballots were marked and mailed back, 


a phenomenal return for such a poll. 
And of these, 85.2 per cent were in 
favor of retaining their private com- 
pany service! 

“We don’t see how any fair-minded 
person—whether he is for or against 
public ownership—can help but admit 
that a substantial majority of the citi- 
zens of Clark county are opposed to a 
change in the present setup,” com- 
mented the Vancouver Columbian, 
leading daily of the county. 

The power politicians, however, 
shrugged their shoulders and brushed 
aside the poll as merely indicating that 
the public needed more “education.” 

There is another phase of the politi- 
cal power battle that should be men- 
tioned. That is the continuing attempt 
of the power socialists to slip through 
Congress some kind of an “authority” 
for the Pacific Northwest, which 
would give the Bonneville Power Ad- 
ministration, or its successor, arbitrary 
rights to take over all the business- 
managed electric systems of the region. 


A NUMBER Of bills with such “take- 
over” provisions have been in- 
troduced in the past five or six years. 
Some of them, like the current CVA 
bills, would set up a 3-man Federal cor- 
poration on the order of the TVA. 
Others would have given a greatly en- 
larged and rechristened Bonneville 
Power Administration the right to 


e 


ington and Oregon stand high in the advancement of rural 


q “ALTHOUGH relatively low in density of population, Wash- 


electrification. According to an REA compilation as of July 
1, 1945, Washington stood eighth and Oregon ninth among 
the 48 states in percentage of electrified farms. For states 
that have more than their share of wide-open spaces, this is a 


record not to be sneezed at.” 
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liquidate the electric companies and 
create a huge Federal power supply 
monopoly in the Pacific Northwest. 

The practical effect of any of these 
proposals would be to force public 
ownership on every community in Ore- 
gon and Washington, regardless of 
local wishes. 

Typical of the “power administra- 
tion” variety of bill was the Bone- 
Smith proposal introduced early in 
1942, which came to hearing before a 
joint subcommittee of the Senate and 
House in June of that year, and was 
vociferously supported by all the pub- 
lic power factions. 

A long parade of witnesses, includ- 
ing several Bonneville staff members, 
testified for the bill before the hearing 
was adjourned. Time did not permit 
more than two or three adverse wit- 
nesses to appear in June, and the plan 
was to resume the hearing later in the 
year. 

Proponents of the bill leaned heav- 
ily on assertions that the “take-over” 
provision was a feature having great 
popular support in the areas affected. 
So in preparation for the expected re- 
sumption of the hearing, four of the 
electric companies asked an independ- 
ent public opinion survey organization 
of recognized standing to find out what 
the people themselves really thought 
about it. 


HE survey was set up on a thor- 
oughly scientific basis, and the or- 
ganization making it was fully prepared 
to back up its methods and findings be- 
fore the congressional committee. 
The key question asked 2,010 adult 
residents of Oregon and Washington 
was directly on the subject of whether 
or not they thought the proposed Co- 
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lumbia Valley Authority should be 
given the power to take over the elec- 
tric companies of the two states. 

The response was almost two to one 
in the negative! There were 46.1 per 
cent opposing the idea as compared 
with only 24 per cent in favor of it. 
The remaining 29.9 per cent hadn't 
thought about it enough to venture an 
opinion. 

The same respondents were also 
asked: “Do you consider your present 
electric rates reasonable ?” 

“Yes” was the answer given by 78.6 
per cent of the persons interviewed. 
Only 15.8 per cent replied in the nega- 
tive, and 5.6 per cent had no opinion. 

Another question asked in the sur- 
vey was this: “Do you think the ques- 
tion of public ownership in Washing- 
ton and Oregon should be decided by 
Congress or by a vote of the communi- 
ties directly affected ?” 

This drew an emphatic response of 
nearly eleven to one in favor of leaving 
the decision to the local communities 
—83.7 per cent to 7.5 per cent, with 
only 8.8 per cent no opinion. 


nN amusing side-light revealed by the 
survey was that only about one 
person out of seven in the state of 
Washington knew who introduced the 
bill in Congress, despite the fact that 
its sponsors in both the House and Sen- 
ate were members of the Washington 
delegation and had been insisting that 
the people of their state had given them 
an overwhelming mandate for such 
legislation. 

As it happened, much more urgent 
matters absorbed the attention of Con- 
gress and the hearing was never re- 
sumed, The Bone-Smith bill died in 
committee, and the results of the sur- 
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at fis the next few years the number of electrified 
farms may almost double. Some 2,750,000 farms are 
now electrified. 


y the “A market of $4,000,000,000 is seen in the next fe years. 
one This is broken down into $1,000,000,000 for line construction, 
e of $500,000,000 for wiring, and $2,500,000,000 for electrical ap- 
1 the pliances and machinery. A poll of 200,000 electrified farms, 
that according to the Electrical Manufacturers Public Information 
Sen Center, disclosed that these farms had 33,000 refrigerators, 


23,000 radios, 15,000 vacuum cleaners, 16,000 ranges, 6,000 
water heaters, 35,000 irons, 10,000 toasters, and 4,000 each of 
clocks, waffle irons, coffee makers, and shavers. 

“Low-priced but efficient farm implements now being pro- 
duced are likely, in the opinion of authorities, to switch the 
trend from big farms to smaller acreages. Small production be- 
comes profitable. This would increase the farm population 
which has been declining, and expand the market for electrical 
products still further.” 
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—EDpITORIAL STATEMENT, 
Nation’s Business. 
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Government Utility 
Happenings 


Urban Operations of REA Draw 


Congressional Fire 


T just what point does rural electri- 
fication, as advanced by the Rural 
Electrification Administration through 
its borrower coOperatives, cease to be the 
strictly rural undertaking that its con- 
gressional “fathers” authorized? An- 
swers to that poser, as supplied by REA 
Administrator Claude Wickard and his 
staff on one hand and by Congressmen 
with diverging views on the other, gen- 
erated most of the heat for one of Wash- 
ington’s warmest debates of recent days. 
The argument, which was staged in 
mid-March before the full membership 
of the House Interstate and Foreign 
Commerce Committee, was by no means 
new. Throughout nearly a year of hear- 
ings on the Poage Bill (HR 1742) a sub- 
committee of the same House group 
heard sporadic wrangling along similar 
lines. When this subcommittee finally 
scrapped the Poage measure and re- 
ported out a “clean bill” in a compromise 
move, it appeared that the debate was 
ended. In the Harris Bill (HR 5555) the 
subcommittee chairman, Representative 
Oren Harris, Democrat of Arkansas, 
wrote a provision limiting REA’s author- 
ity to grant loans for purchasing exist- 
ing power systems in towns of more than 
1,500 population. 

After receiving the new bill, the com- 
mittee amended the restrictive provisions 
to flatly forbid REA from lending funds 
for the acquisition of existing power sys- 
tems in municipalities of more than 2,500 
population, thus indicating a somewhat 
more liberal conception of a “rural area.” 
The amendment, however, further re- 
quired that a prospective loan for the 
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acquisition, construction, or extension of 
generating and transmission facilities in 
smaller towns be approved in advance by 
the “state authority having jurisdiction 
in the premises.” In case an acquisition 
loan of the latter type were projected in 
some state having no such state authority, 
the amendment would require approval 
—in advance—by a majority of the elec- 
tric consumers of the town involved. 


je the committee disposed of the 
expressed opinions of several of its 
members to the effect that the REA pro- 
gram was becoming more urban than 
rural. At this point, however, Adminis- 
trator Wickard was invited to testify on 
the Harris Bill—before it was reported 
to Congress. Wickard attacked the bill in 
general on the ground that it “would re- 
tard and restrict and, in many cases, pre- 
vent the achievement” of the basic pur- 
pose of the REA program, “the maxi- 
mum extensions of electric service to un- 
served farm families.” Later, while be- 
ing questioned by members of the com- 
mittee, he expressed particular distaste 
for the provisions limiting REA-backed 
purchases of existing power systems. 

Led by Representative Hinshaw, Re- 
publican of California, Congressmen de- 
fending the bill pointed to provisions of 
the Rural Electrification Act of 1936, 
which defined REA’s area of operations. 
Section 4 of that act, they argued, granted 
the administrator authority to make loans 
only on the following conditions : 


. . . for the purpose of financing the con- 
struction and operation of generating plants, 
electric transmission and distribution lines, 
or systems for the furnishing of electric 
energy to persons in rural areas who are not 
receiving central station service. . . 
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Nothing in this language or in any 
other law passed by Congress, Represent- 
ative Hinshaw declared, specifically au- 
thorized REA to acquire existing power 
systems. He further insisted that the 
1936 act directed the agency to operate 
within definitely rural areas, as follows: 

Section 13, As used in this act the term 

“rural area” shall be deemed to mean any 

area of the United States not included with- 

in the boundaries of any city, village, or 

borough having a population in excess of 1,- 

500 inhabitants, and such term shall be 

deemed to include both the farm and non- 

farm population thereof .. . 


DMITTING that REA-financed systems 
A now are operating in 28 towns of 
more than 1,500 population, Wickard in- 
sisted that REA’s activities in these areas 
had not violated the intent of Congress 
as outlined in the 1936 act. All loans 
made for the purpose of constructing 
power systems or for acquiring systems 
in such towns, he stated, had as their basic 
objective the bringing of electric service 
to previously unserved people in strictly 
rural areas, in accordance with the defini- 
tion given in the act. This objective has 
been attained, he added, by extending dis- 
tribution lines from the municipal sys- 
tems into rural areas surrounding them. 

Wickard and members of his legal staff 
referred to testimony presented during 
the Poage Bill hearings to back up his 
contention that these activities had not 
violated the intent of Congress. He 
cited an opinion rendered by the solicitor 
of the Department of Agriculture in No- 
vember, 1942, in regard to the legality of 
loans granted by REA to codperatives 
for the purpose of purchasing existing 
power systems in towns of more than 1,- 
500 population: This opinion held, in 
part: 

. the unserved persons whose benefit is 
the’ purpose of the loan must be in rural 
areas, but all tie facilities necessary to serve 
them need not be. In its legal aspects, the 
problem is no different than the financing 
of a generating plant which serves a rural 
system but which is located in a city of more 
than 1,500 population. . . . The fact that the 
urban consumers will be collaterally bene- 
fited or affected is immaterial to the legal 
question here under discussion. . 
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The only general criterion is a require- 
ment that the ultimate system be predomi- 
nantly rural in order that REA foie policy 
may be kept within the spirit of the statute 
and within the general field of activity that 
is connoted by the term “rural electrifica- 
tion.” 


Also cited was an opinion of the Comp- 
troller General of the United States, as 
expressed in a letter to a member of the 
House Interstate and Foreign Commerce 
Committee. This statement drew the fol- 
lowing conclusions : 


Obviously, where an application for a loan 
under the provisions of § 4 of the Rural 
Electrification Act of 1936, supra, is made 
on the basis that the entire amount payable 
under the requested loan contract is to be 
used exclusively for the purchase of exist- 
ing electric facilities and the only persons 
to be benefited or affected are persons al- 
ready served by such facilities, the adminis- 
trator would not be justified in authorizing 
the loan . . . But a different situation is 
presented where the administrator desires to 
finance the construction of an electric trans- 
mission and distribution system designed 
to furnish electric energy to unserved per- 
sons in rural areas and which requires, for 
its effective operation, the erection of certain 
facilities and the acquisition of other facili- 
ties already providing service to persons in 
such areas; and since the acquisition of the 
existing facilities and the incorporation 
thereof into the larger, integrated system in 
such a case would merely constitute the in- 
cidental means by which the essential statu- 
tory purpose of providing electricity to un- 
served persons in rural areas would be ac- 
complished, there would appear to be a sub- 
stantial basis for the inclusion in the loan 
authorized by the administrator of an 
amount to cover the acquisition of such 
facilities. 


ICKARD assured the committeemen 
that REA-financed systems in 
large towns were essential, in certain in- 
stances, in order to serve unelectrified 
rural areas in the vicinity on a sound, 
economic basis. In all cases, he said, the 
service to municipal consumers had re- 
mained incidental to this purpose. He 
held that he deemed such activities as 
proper, in view of the fact that the Con- 
gress had never taken any action disap- 
proving these operations by REA. 
Representative Hinshaw acrimonious- 
ly remarked that Federal agencies often 
interpreted legislation in a manner dif- 
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fering from the intent of the Congress 
in enacting the laws. The debate in Con- 
gress on the Rural Electrification Act, 
he added, clearly showed that it was the 
intent of Congress that REA was to 
serve exclusively in rural areas with 
towns of 1,500 population or less, In 
this opinion Representative Boren, 
Democrat of Oklahoma, concurred. Con- 
gressman Boren then requested that 
REA, if it did not care for the 1,500 
population limit, set its own figure for the 
size of town or city which it should not 
enter in the future. This proposal was 
rejected by Administrator Wickard on 
the ground that he could foresee future 
circumstances under which REA might 
find it “necessary” to extend its activi- 
ties into still larger towns. He also was 
unable to suggest any other formula 
which would accomplish this result. 

An interesting feature of Wickard’s 
testimony was his speculation on the ex- 
pansion of the rural electrification pro- 
gram into the more thinly populated sec- 
tions of the South and West. In such 
areas, he said, it will be impossible for 
REA borrowers to serve all the rural 
people without making acquisitions of 
some of the systems currently serving 
small towns. 

“In the West, especially,” he declared, 
“we shall find small cities, possibly some 
with municipally owned electric plants, 
which are unable to extend their power 
lines to serve the surrounding rural 
areas. In those places I believe that the 
rural people and the town people will get 
together and ask the REA to grant them 
a loan so that the whole area can receive 
electric service.” 

Wickard also assured the committee 
that REA had no intention of making 
loans for facilities in strictly urban 
areas. 

At this point Congressman Boren 
asked: “If you fight so hard to retain 
the privilege of entering towns of any 
size whatsoever, why should not this 
committee fear your future intentions ?” 


la Harris Bill also would provide 
$150,000,000 for REA loans dur- 
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ing each of the next three fiscal years, or 
a total of $450,000,000. This compares 
with the $585,000,000 contemplated in 
the Poage Bill for a similar 3-year lend- 
ing program. Up to a few months ago, 
the staff of the agency insisted that some 
form of lump-sum appropriation of this 
type was essential to the planning of an 
orderly program of rural electrification. 
Wickard told the committeemen, how- 
ever, that he no longer is interested in 
this provision of the Harris Bill. He 
said: 

When I testified before the subcommit- 
tee last June, REA was operating on a loan 
fund budget of $25,000,000 and the Congress 
had authorized $80,000,000 in loans in the 
regular 1946 Agriculture Appropriations 
Act. Subsequent to my testimony, REA was 
given $120,000,000 additional in loan author- 
izations for fiscal 1946 and a supplemental 
$100,000,000 authorization is now in the 
process of enactment. The House has al- 
ready passed the 1947 Agriculture Appro- 
priations Act providing $250,000,000 in loan 
authorizations. Therefore, for the fiscal 

ears 1946 and 1947, there is in prospect 

550,000,000 in loan fund authorizations. 


Thus, he concluded, one of the basic 
provisions of the Poage Bill—the grant 
of increased funds—already had been 
supplied by generous appropriation bills. 


ONGRESSIONAL concern has been 

mounting recently over the tend- 
ency of administrative agencies to as- 
sume, through opinions of their legal 
staffs, authorities not expressly granted 
them by law. Another House commit- 
tee (Irrigation and Reclamation) has 
been studying proposed amendments to 
reclamation laws for the explicit pur- 
pose of setting aside an opinion of a 
solicitor of the Interior Department. This 
opinion, in regard to the amortization of 
Federal reclamation projects involving 
power development, has been described 
by several Congressman as going far 
beyond the intent of Congress in enact- 
ing reclamation laws. e proposed 
amendment to set aside Interior’s inter- 
pretation is the Robinson Bill (HR 
5124), which apparently has a much bet- 
ter chance of gaining congressional ap- 
proval than any amendment of rural 
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electrification laws as proposed in the 
Harris Bill. 
* 


Krug Offers Codperation with 
Private Enterprise 


UTURE cooperation of the Interior 
Department with private enterprise 
was suggested by Julius A. Krug as he 
took over his duties as Secretary on 
March 18th. In a brief address after tak- 
ing the oath of office as administered 
by Supreme Court Justice Rutledge, 
Krug outlined in general terms the 
policies he intends to pursue in guiding 
Interior’s numerous activities. 
His remarks in regard to codperation 
with private enterprise follow: 


I shall seek to carry out our many diver- 
sified functions by encouraging the par- 
ticipation of individuals and private cor- 
porations in the development of the coun- 
try. Government -action will be resorted to 
only when public purposes cannot otherwise 
be accomplished, but in such cases ‘the de- 
partment will carry out the mandate of the 
Congress without fear or compromise with 
private interests seeking to obstruct neces- 
sary action. 


Any changes in Interior’s administra- 
tive policies, he added, will be effected to 
make these policies conform with three 
general principles, which he declared are 
sometimes “overlooked in the maze of 
high-pressure personalities” in govern- 
ment agencies. He listed these prin- 
ciples as follows: 


1, The department will operate as a single 
going concern through the teamwork of its 
bureaus and agencies. We will not need any 
“grandstand” performers. 

2. The activities and functions of the de- 
partment will be discharged, delegated, or 
redistributed, to produce the best results for 
the people of the country. The department’s 
prestige or the prestige of its executives will 
not be permitted to confuse the issue of 
how the job can best be done. 

3. Merit, competency, and devotion to pub- 
lic service will provide the criteria for em- 
ployment or advancement. And, finally, I 
might say the department will always 
recognized that it is employed by and works 
for the people of the United States. 


The new Secretary indicated that he 
probably will check any future efforts 
by his subordinates to delegate to the de- 
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partment any authority not expressly 
granted to it by Congress. In this respect, 
he said: 

During my period of office, the affairs of 
the Department of the Interior will be 
guided scrupulously by the will of the peo- 
ple as expressed through Congress. I admit 
that sometimes my own personal views will 
differ, and I shall not hesitate to state and 
urge them. But where they are not sup- 
ported in the Congress they will not affect 
the activities of the department. 


—— Krug also announced the 
appointment by the President of 
Oscar L. Chapman as Under Secretary 
of Interior. As Assistant Secretary, 
Chapman took over the administrative 
direction of the department after the 
resignation of Harold Ickes. His new 
promotion fills an office which has been 
vacant since former Under Secretary 
Abe Fortas left the department to enter 
a private law firm on January 15th. 

The Chapman appointment was con- 
firmed by the Senate a few days after 
Krug’s announcement. 


¥ 


Municipal Plant Vote 
Unfavorable 


| ger tee epee of government control of 
electric utilities were overwhelming- 
ly defeated on March 19th when the peo- 
ple in Tulsa, Muskogee, and McAlester, 
Oklahoma, voted against candidates run- 
ning on municipal ownership tickets. 
The issue of each election was to decide 
if the people would discontinue the serv- 
ices of the electric utilities and obtain 
their power from government-owned 
and -operated hydroelectric plants. Much 
publicity was devoted to the municipal 
and government side of the issue. 
George A. Davis, president, Okla- 
homa Gas & Electric Company, said “the 
results of these elections, following in 
the wake of the refusal on the part of 
the citizens of Skiatook to reject busi- 
ness-managed and tax-paying utilities in 
favor of government-subsidized power, 
is further proof that the people, when 
given the opportunity to vote, do not ex- 
press preference for government com- 
petition.” 
APR. 11, 1946 





Wire and Wireless 
Communication 


ELEGRAPH rate increase to offset 

wage boosts? Observers are watch- 
ing carefully the reaction of the Federal 
Communications Commission to a peti- 
tion filed last month by Western Union 
Telegraph Company for a 10 per cent in- 
crease in domestic rates, including day 
and night letter rates. This increase is 
calculated to yield approximately $19,- 
300,000 in additional annual revenue, 
about enough to offset retroactive and 
future wage increases ordered by the now 
defunct War Labor Board. FCC is ex- 
pected to grant most, if not all, relief 
sought, probably as part of a general 
overhauling of telegraph rate schedules 
in the interest of uniformity and sim- 
plicity. 

It is the direct result of the last order 
entered by the War Labor Board on De- 
cember 29, 1945, directing Western 
Union to increase wage rates approxi- 
mately $25,000,000 a year, and to make 
retroactive wage payments totaling $31,- 
000,000 a year. The FCC has already in- 
dicated its concern before congressional 
committees about the continued solvency 
of the Western Union operations, in view 
of the increasing competition from fast 
air mail and cut rates on long-distance 
telephone calls. 

Changes sought by Western Union are 
as follows: 

1. A 10 per cent increase in charges for 
regular telegram service, including day and 
night letters and press messages. 

2. Establishment of a new night letter rate 


schedule based on distances. 
3. Discontinuance of the practice of for- 
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warding messages beyond their original 
destination without additional charge. 

4.-Increased charges on money orders for 
more than $25. 

5. Higher rates on code messages and the 
discontinuance of tourist telegrams. 

6. Elimination of the 20 per cent differen- 
tial between government and regular com- 
mercial rates. 


HE Western Union maintained that 
the proposed higher rates “are es- 
sential to enable the company to continue 


to serve the public effectively and to en- 
able it to maintain and protect its fi- 
nancial integrity.” 

Telegraph rate schedules have become 
increasingly chaotic since the absorption 
by Western Union of the Postal Tele- 


graph business. If, however, the FCC 
grants a rate increase based wholly or 
largely upon direct effect of a govern- 
ment-ordered wage increase, it will mark 
the first clear-cut example of such regula- 
tory action by a Federal commission dur- 
ing the current period of wage contro- 
versy. 

It would mark an interesting precedent 
for similar situations now building up in 
the jurisdiction of other Federal and 
state regulatory commissions, involving 
other types of utilities which have had 
to increase wages substantially to avoid 
or settle labor disputes. 

The Federal Communications Com- 
mission has ordered a hearing on the pe- 
tition, which will begin on April 29th in 
Washington. 

Western Union early last month said 
net income from current operations in 
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1945 was $4,434,505, a return of 2.8 per 
cent on capital stock and surplus after 
charging retroactive wages for 1945 aris- 
ng from recent awards of the War Labor 
Board. The report for 1944, restated for 
purpose of comparison to include retro- 
active wages applicable to that year, 
showed a deficit of $349,000. 

As set forth in a statement to the FCC 
of results for 1945, the inclusion of ex- 
traordinary adjustments applicable to 
prior years resulted in a deficit of $5,- 
148,534 for 1945. The adjustments were 
occasioned by provision for retroactive 

ages, unrecoverable advances to certain 
lessor companies, and recoverable income 
axes. 

No liability for Federal taxes on in- 
ome was indicated for 1945 because of 
he heavy burden of wages, it said. 

Gross operating revenues in 1945 
eached a record high of $192,892,138, an 
ncrease of 3.8 per cent above 1944 levels. 

able system revenues decreased after 
J-Day, but this was more than offset by 
arger volume of domestic business re- 
sulting from reconversion activities and 
he return of military personnel. 


x* *«* *« *& 


HE National Association of Broad- 
casters recently asserted that the 
arch 7th report by the Federal Com- 
unications Commission on the public 
esponsibility of broadcasters “reveals a 
lesire to impose artificial and arbitrary 
ontrols over what the people of this 
ountry shall hear.” 
In a 400-word answer to the FCC, the 
AB, which is the trade association of 
he radio industry and represents more 
han 700 radio stations and networks, 
harged that the FCC report reflects a 
philosophy of government control which 
aises grave questions of constitutional- 


The NAB statement, issued through 
ustin Miller, president of the organiza- 
ion, said that the FCC report “overlooks 
ompletely freedom of speech in radio 
roadcasting, which was a primary con- 
ideration in the mind of Congress when 

passed the Communications Act.” 
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In its report, the FCC suggests that 
broadcasting companies correct their 
“advertising excesses” and balance their 
commercial programs with more public 
service broadcasts. The agency par- 
ticularly deplored the “piling up” of soap 
operas during the morning. 

Mr. Miller’s statement said that the 
report indicated a “reconversion to that 
type of government control and regula- 
tion which our forefathers struggled to 
escape.” “In this instance,” the statement 
added, “‘just as with the issue of freedom 
of the press, there can be no com- 
promise.” 

Mr. Miller said that the FCC, relying 
upon its own administrative practices, 
“now asserts powers far beyond those 
given to it by Congress and inconsistent 
with the constitutional limitations under 
which Congress acted.” 

The statement said that the radio 
broadcasters recognize frankly that 
“they, like all other human beings and 
institutions, are far from perfect” and 
will continue in the future to improve 
programs and other phases of broadcast- 
ing. The statement continued : 


On the other hand, the broadcasters are 
fully aware that they are the champions of 
the people in resisting both direct and in- 
direct encroachment of government upon the 
freedom of speech. 

Encroachments which in their inception 
may seem innocuous to many people—and 
which perhaps may seem justified in the 
light of isolated instances of bad taste or 
poor judgment—nevertheless strike at the 
very heart of our system of broadcasting 
and constitute bold steps toward government 
domination which may eventually deprive us 
of fundamental rights. 


The FCC, following its report, an- 
nounced it was asking about 300 stations 
now operating on temporary licenses to 
submit cross sections of their 1945 logs to 
determine how much broadcasting time 
is being allotted to public service and non- 
profit programs. 


oe 2bow 


RESIDENT Truman on March 2lst 
announced his selection of Rosel H. 
Hyde of Idaho to be a member of the 
Federal Communications Commission. 
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. Hyde has been counsel for the FCC. 
Hyde, the President said, was selected 
for the Republican vacancy on the FCC, 
left by the recent death of Wil- 
liam Wills of Vermont. He joined the 
Federal Radio Commission, FCC’s pred- 
ecessor in 1928, soon after its establish- 
ment, and has been with the commission 
in various capacities since. 

In October, 1942, Hyde became as- 
sistant general counsel in charge of 
broadcast matters and subsequently 
moved up to general counsel to fill the 
vacancy created by the appointment of 
Charles R. Denny to membership on the 
commission. He is a native of Downey, 
Idaho. 


* * *k * 


ouR southern states have shown in- 

dications of concern over the ade- 
quacy of telephone service, particularly 
in rural and small community areas. In 
Alabama, Florida, and Mississippi, com- 
plaints have been lodged with the re- 
spective regulatory commissions, while 
in Virginia resolutions have been pro- 
posed in the state legislature to direct the 
Virginia Corporation Commission to 
make a thorough and complete study of 
rates and service of all telephone com- 
panies in the state. These resolutions call 
attention to the fact that “telephone serv- 
ice in many areas of the state leaves much 
to be desired.” Subsequently, it was un- 
derstood that the resolutions were with- 
drawn with the understanding that the 
Virginia commission would attempt to 
work out some program with certain 
telephone companies. 

The Virginia commission has issued an 
order calling one independent telephone 
company to show cause why it should not 
be required to put into effect immediate 
service improvements. 

Businessmen in the town of Highlands, 
Texas, near Houston, recently com- 
plained before local authorities about 
telephone service. Apparently the diffi- 
culty lies in an accumulation of deferred 
plant maintenance and improvements, 
which necessarily resulted from the 
shortage of man power and materials— 
a condition which still obtains. 
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Southern telephone companies, as well 
as telephone companies in other areas,ip!: 
also are concerned about wage increases 
already granted or threatened as the re-§ 
sult of labor disputes and the pending in-§me 
creased Minimum Wage Bill now before§iF |. 
Congress. They are apprehensive lest an-§isai 
ticipated revenues from current ratefsig 
schedules may prove insufficient to war-fificz 


expansion in the light of expected in- 
creases in operating expenses. 


How as U. S. Senator Morsegth 
(Democrat, Oregon) stated in degrati 
bating the Wage-Hour Bill on the floo 
of the Senate on March 12th: “We 


ing to pay telephone rates, for exampleJ}Y 
sufficiently high so that telephone work#hrc 
ers all over the country can receive degost 
cent wages.” The Senator also attacke@ 
discrimination against female employee 
in determining wage levels. 

Telephone companies generally exg” ) 
pected that service complaints could bat W: 
eased off in the future as man powe 


take care of deferred maintenance ant 
necessary plant expansion. Meantime 
however, a continued flurry of servi 
complaints appeared to be in prospe 


x» x* * * 


a of the 65-day strike 
17,300 production workers in Westf 
ern Electric Company plants in New. 
York and New Jersey was announce@: |. 
jointly on March 8th by the company ang _. 
union, the Western Electric Employee! 
Association. 

The announcement came after a 10 
hour joint conference at the company’ 
offices in the American Telephone ant 
Telegraph Company building, New Yo: 
city. Midway in the conference, Franlphis, 
J. Fitzsimmons, president of the unionperi 
the Western Electric Employees Associ 
ation, announced that unless settlemen 
was reached by 8 pm he planned t®e 
ask the National Federation of Telephon 
Workers, with which his union is afilf 
iated, to renew the nation-wide strik 
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Mr. Fitzsimmons left New York im- 
ediately for Jersey City, where a mem- 
bership meeting had already been called. 
e 5,000 members there unanimously 
atified the agreement. However, the 
embership turned down a company 


sproposal submitted by Mr. Fitzsimmons 


e will 
ample 
work 


hat they could have their vacation pay 
ow if they agreed to work straight 
hrough the summer to make up the time 


.most in the strike. 


ttacked 
ployee 


lly ex 


lable t 


Under terms of the agreement, main- 
enance workers returned to work on 
farch 9th, and the bulk of the strikers 
bn March 11th. The March 11th return, 


Mt was said, marked the first time in two 


months that there had not been at least 
ne of the AT&T subsidiaries on strike. 
A nation-wide strike among workers 


smapt the AT&T subsidiaries was halted 


rike b 
1 West 
in Nev 


hortly before its 6 AM deadline on 
farch 7th through an agreement reached 
mn Washington between AT&T and the 
‘ederation of Long Lines Workers, an 
‘FTW affiliate. The agreement called 
or an 18.2 per cent flat increase for 
AT&T Long Lines workers and was de- 
ribed by Federal conciliators as pro- 


“Biding the wage pattern by which indus- 


x * * * 


wo-way radiotelephone communi- 
cation from taxicabs came to Mem- 


jomperimental basis, heralding the day when 


pxicab drivers will be in constant com- 


For several hours, Jimmy Moore, 
anager of Yellow Cab Company, toured 
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Memphis streets in a specially equipped 
car that was in constant radiotelephonic 
communication with a temporary trans- 
mitting station established in a room in 
the Peabody hotel. The conversation, both 
back and forth, was clear. 

F- ineers for the Radio Corporation 
of America set up the equipment under 
an RCA experimental license for the pur- 
pose of running tests and running sur- 
veys for the Yellow Cab Company. The 
experimental auto was ridden by Harry 
C. Hill and the temporary transmitter 
operated by J. S. Gremillion, both of 
RCA’s regional sales headquarters at 
Dallas, Texas. 

Yellow Cab has applied to the Federal 
Communications Commission for an ex- 
perimental license covering 25 of its cabs 
starting about June Ist, after which, ac- 
cording to present plans, its remaining 
75 cabs are to be so equipped. Similar 
equipment on busses operated by the 
Yellow Bus Line and on trucks operated 
by the Patterson Transfer Company, 
parent concern, may follow. 

The experimental car toured Mem- 
phis’ business area and suburbs, and even 
went as far as West Memphis, Arkansas, 
2-way communication being maintained 
despite such interference obstacles as 
downtown steel buildings and the tall 
steel superstructure of the Harahan 
bridge. 

Conversation was as simple as picking 
up an ordinary telephone set mounted on 
the dashboard and talking into it. There 
was also a small loud-speaker, built into 
the dashboard. 

Drivers will be required to take a 
simple examination prescribed by the 
FCC, which covers only government 
rules and regulations having to do with 
radio transmission and requires no tech- 
nical knowledge. 


T a later date, it is possible that the 
cab company’s radio system may be 
connected with the Southern Bell Tele- 
phone & Telegraph Company wires, thus 
permitting taxicab passengers to com- 
municate with any telephone station in 
Memphis while riding. 
APR. 11, 1946 
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December Earnings Figures 
Favorable 


efor composite ‘statement of sales, 
revenues, and income of privately 
owned class A and B electric utilities, 
recently published for December by the 
Federal Power Commission, shows a 
rather startling increase in net income— 
38.9 per cent for that month as com- 
pared with December, 1944. However, 
this was due to year-end tax adjustments, 
for December showed a tax credit of 
$2,031,000 compared with a charge of 
$28,573,000 in the previous year—a 
total saving of over $30,000,000. 

The tax saving was, however, partially 
offset by an increase in “other income 
deductions,” which were $29,094,000 
compared with $7,530,000 in the previous 
year. This increase absorbed over $21,- 
000,000 of the tax saving. Thus the in- 
crease in net income of about $18,000,000 
was explained by changes in taxes and 
charge-offs to the net amount of about 
$9,000,000, the remaining $9,000,000 
being accounted for by an increase of 
about $5,000,000 in income from sources 
other than electric operations, together 
with savings in interest and amortization. 

The electric utilities in December 
showed a gain in revenues of about $12,- 
000,000, or 4.4 per cent, while expenses 
(despite large savings in fuel) gained 7.4 
per cent. Net operating revenues before 
depreciation and taxes showed a gain of 
about $2,000,000 over last year, but this 
was more than offset by an increase of 
8.8 per cent in depreciation—some of 
which may have represented year-end 
amortization of war facilities. From an 
operating viewpoint, therefore, it may be 


and 
Comment 


By OWEN ELY 


said that the month worked out abouw 


even with the results for the year previ; 


ous, despite a decline of 18 per cent ir 
industrial kilowatt-hour sales. From tha 
point on the results are so abnormal a 
to have little significance. 


RF the year 1945 as a whole net in 
come showed a gain of 3.2 per 
despite a jump in “other income deduc 
tions” of over $26,000,000, or 45.8 per 
cent. It is obvious that results for earl 
1946, reflecting large tax savings, wil 
be highly favorable. They may not bé 
typical of normal future earnings, how 
ever, because increased costs and lowered 
rates will gradually eat into the tax say 
ings. Fortunately very few utilities pub 
lish monthly figures, and the compilatioy 
issued by the Federal Power Commissiot 
does not usually get into the headlines. 
is to be hoped that the stock market wi 
not “celebrate” too vigorously such favor 
able figures as may be released in the nex 
few months, for this might be followel 
by a letdown later on. 

It is unfortunate that the electric uti 
ities do not undertake, as a rule, cos 
studies on the various classes of servic# 
Such studies might have revealed losses 
rather than profits, on much of the hug 
industrial load which resulted fror 
munitions production. Under establishe 
rates (as well as under the threat ¢ 
“renegotiation” based on over-all eam 
ings), such business was handled as 
rule at very low rates ; on the other ha 
furnishing this extra load of powé 
strained the utilities to their utmost 
pacity at times, forcing overtime laboy 
heavy rerouting of power, and the uw 
of very inefficient stand-by facilities. 
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of the business was probably a blessing 
in disguise, 

Before the war the railroads, which 
make little pretense at cost accountin 
except as forced to do so by revised IC 
accounting classifications, lost heavily on 
their passenger business. Utilities might 
well study their cost picture to see wheth- 
er they are really earning a profit in all 
cases on their industrial loads. The in- 
dustrial department is the most vulner- 
able to competition, and it may therefore, 
offer rates that are too low, even under 
favorable hydroelectric conditions. 


5 


Tax Savings in 1946 Not Yet 
Discounted Marketwise 


fos investing public apparently still 
continues somewhat skeptical as to 


the earnings benefits which the electric 
utility companies may be allowed to re- 
tain in 1946 as a result of the abolition 
of excess profits taxes. The accompany- 
ing tabulation shows that the adjusted 
earnings (including estimated tax sav- 
ings) are currently being capitalized 
marketwise at only about 12.8 times earn- 
ings, as compared with the market multi- 
plier of 18.5 as applied to the published 
earnings figures. 

Perhaps the answer lies in the fact that 
dividend rates are more important than 
earnings, in determining market values. 
Thus far there have been only two im- 
portant dividend changes—Public Serv- 
ice of New Jersey has raised its quarterly 
rate from 20 cents to 25 cents and Public 
Service of Indiana from 25 cents to 45 
cents. 

It has of course been feared that the 
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PRICE-EARNINGS RATIOS FOR 26 UTILITY COMPANIES’ STOCKS 
Based on Earnings Adjusted for Estimated Tax Savings Under New Law 


Share Earnings 
Est. Tax Total Adj. Price 
Savings 


As Re- 

Company ported 
Amer. G. & Electric* ....-$2.31 
Black Hills P. & L. ...... 1.90 
Boston Edison 2. 
Central Arizona L. & P. .. 
Central Hudson G. & E. .. 
Central Ill. E. & G. ...... 
Cleveland Elec. Illum. .... 
Commonwealth Edison .... 
Community Pub. Serv. .. 
Conn, L. L 
EN O25 csp ees caae 
Detroit Edison 
Florida Power 
Idaho Power 
Indianapolis P.& L. ...... 
Missouri Utilities 
Mountain States Power ... 
Pacific Gas & Elec. ...... 
Penn. Water & Power .... 
Phil. Electric 
Public Service of Ind. .... 
Public Service of N. J.* .. 
San Diego G. & E 
Sierra Pacific Power 
Southern Cal. Edison 
United Illuminating 


3/25/46 Price-earnings Ratios 

Reported Adjusted 

Earnings Earnings 
19.5 


Earnings About 


$2.81 
2.18 
2.91 
1.32 
73 
3.12 
2.56 
2.38 


_ 
Ww 
NS 


— me I) es DD 
LANDS & DOA Ans 
NWONCSO 


— Ta) 
ot 


— 
POWOWROWDOUIN HH 


— 


NNGLRSSASERASHERRESHARAL 


DNA Ww NMNODNUAR HAS DS UNIS NI 


w 
BEGRESNRAGSSLSARLRL 
os 


NPKNEKPNUPWN PS Gr rr vo 
WAMBWA VG Ud Nis DN 


FS) 
nN 
N 
S90 


12.8 


18.5 


* Holding companies, but the stocks are substantially in same market class as operating 


stocks 


compan : 
** Fighty-bve per cent of the special customer refund ($6,000,000) is included. 
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state utility commissions would order 
sharp rate reductions. But thus far, ex- 
cept in the case of Commonwealth Edison 
and other companies in northern Illinois, 
no very severe reductions have come to 
the writer’s attention. Indianapolis Power 
& Light has voluntarily reduced rates by 
about one-quarter of the amount of its ex- 
cess profits tax payments ($750,000 per 
annum) effective June Ist, and this has 
been accepted by the Indiana commission, 
subject to negotiation of details. Thus the 
cut will be effective during only seven 
months of 1946 and (so far as the calen- 
dar year is concerned) will absorb only 
about $435,000 of the estimated $1,614,- 
000 tax reduction, or a little over one- 
quarter of the theoretical saving. The 
governor (according to press reports) 
had suggested that all the potential sav- 
ings be handed back to customers. 

It now appears likely that the states 
will “go slow” in confiscating the utilities’ 
tax savings, which are needed in most 
cases as a buffer against rising costs, to 
help restore dividends to prewar levels, 
and to revive the almost forgotten policy 
of equity financing. 


> 


Utility Analyses by Wall 
Street Firms 


Byte ILtinoIs Erectrric & Gas 
common stock was recently analyzed 
in a memorandum by Bear, Stearns & 
Co, The company’s revenues and profits 
(before Federal income taxes) are said 
to have shown some increase in 1946. 
Last year’s pro forma earnings (adjusted 
to reflect fully the refunding operations) 
were $1.93, to which could be added $1 
in tax savings on the new 38 per cent 
basis. These earnings did not reflect any 
return on $1,000,000 new money raised 
last year through sale of preferred stock, 
although these funds are now rapidly be- 
ing put to work. Substantial economies 
are anticipated through introduction of 
new generating units. The company also 
proposes conversion of gas operations in 
Rockford and Freeport to straight natu- 
ral gas. Hence, Bear, Stearns & Co. esti- 
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mates that after allowance for higher 
costs and likely rate cuts, the company 
could earn $2.25 to $2.50 a share. An 
increase in the $1.30 dividend rate would 
seem logical. 

Residential rates are said to compare 
satisfactorily with those in other com- 
parable cities, though further reductions 
appear likely. Plant acquisition adjust- 
ments amounting to $3,393,000 will prob- 
ably be extinguished by application of 
$100,000 a year or 90 per cent of the bal- § .+ 


 -.»«§ OC 8 oO ww 2 ae we ww 


ance of earnings over dividends, which- § yw; 
ever is greater. Some increase in deprecia- § Po 
tion accruals is forecast in the study. res 

Washington Railway & Electric par-§ Ty, 


ticipating units were described in a 6-9 , 
page analysis prepared by Amott, Baker® ¢, 
& Co. Under the plan of dissolution each it 
participating unit (representing one-9 4s 
fortieth of a share of stock) will receive 
one share of Potomac Electric Power ,,: 
and a fractional share of Capital Transit 
Company. 

Potomac Electric Power has a long 
dividend record, averaging in recent years 
$1.20 a share. Capital Transit has paid 
an average of $1.80 since 1940, Potomac 
Electric Power is expected to continue 
the $1.20 dividend rate, which would af- 
ford a yield of about 5.6 per cent on 
Washington Railway & Electric (adjust- 
ing the price for a cash payment of $1.25, 
which must be paid on each unit). Amott, 
Baker believes that this is too high a yield 
for such a quality stock as Potomac Elec- 
tric Power. When the exchange is effect- 
ed, a yield of 4.8 per cent to 4 per cent 
would seem logical. 


on t 
listic 
is at 

Ithe 
inco: 


biliti 











W 


, thi 
OSEPHTHAL & Co. has recently issued a _ 


lengthy analysis of Southwestern 
Public Service common stock, reaching 
the following conclusion : 


Optimistic expectations of large earnings 
over the near term fail to reflect the pos- 
sibilities of a decline in population of the 
service area due to the exodus of people 
connected with Army air fields and other 
temporary government installations. While 
the common stock at current levels of around 
35 might have some attraction as a long- 
term speculation based on possible benefits 
from further development of the natural gas 
fields located in the company’s territory, we 
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feel that earnings of $2 to $2.50 a share are 

the best that can be expected over the next 

year or so. Considering the readjustment 
problems and the undesirable service area 
which is heavily dependent upon one industry, 
we feel that numerous other issues offer bet- 
ter security as well as wider appreciation 
possibilities. We, therefore, advise switchi 

into Sioux City Gas & Electric common st 

as a means of reducing risks which, in our 

opinion, should be the primary consideration 

of investors at this time. 

The same firm, in the March issue of 
their monthly utility review, commented 
at some length on American Water 
Works & Electric, Northern States 
Power, and United Corporation. With 
respect to the new Water Works plan, 
Truslow Hyde concludes that 

the plan falls far short of realizing the 
full potential value of the stock and, while 
it still appears to offer considerable attraction 
as a long-term holding, its near-term possi- 
bilities are limited by the failure of the plan 
to eliminate all the weaknesses in the capi- 
talization. 


Mr. Hyde also takes a rather pessi- 
mistic view regarding the possibilities for 
Commonwealth & Southern common 
stock. He considers that the various esti- 
mates recently made indicating a liquidat- 
ing value of $7-$10 a share give undue 
weight to current tax adjustments, and 
do not take into account “the restrictions 
on utility earnings due to their monopo- 
listic nature.” He concludes that the stock 
is an unattractive speculation around 4, 
Ithough the preferred stock has merit for 


income and moderate appreciation possi- 


bilities. 


Wi respect to the Northern States 
Power integration plan, Mr. Hyde 
thinks that the Minnesota company’s 
earnings should show a considerable im- 
provement, due to substantial tax and re- 
funding savings, over the 65 cents a share 
reported for the twelve months ended 
September 30, 1945. (He apparently 
does not give much weight to reports that 
the management will make a voluntary 
rate cut substantially offsetting the tax 
gains.) He therefore assumes a value 
of 16 for the new stock, or $131,000,000 
for the 8,216,228 shares to be issued. He 
estimates that only $85,000,000 would be 
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required to retire the preferred stock, al- 
lowing the latter only $100 (instead of 
the redemption value of $110) plus 
dividend arrears. This would leave a bal- 
ance of $46,000,000 for the A and B 
stock which would work out at $110 for 
the A stock. This would be reduced by 
$20 a share if it were necessary to pay 
off the preferred at call price ; and, if the 
price of 16 were considered excessive, it 
should be noted that a 10 per cent reduc- 
tion would remove about $30 a share for 
the A stock. Hence he concludes that the 
A stock is liberally priced around 65, al- 
though the 6 per cent and 7 per cent pre- 
ferred stocks appear attractive around 
108 and 115, respectively. 

The Josephthal review praises the 
management of United Corporation for 
its “realistic program” in the sale of sub- 
stantial blocks of Commonwealth & 
Southern, Columbia Gas & Electric, and 
Consolidated Gas of Baltimore. The pur- 
pose of these sales was to provide a back- 
log of funds to exercise rights which the 
company may receive on various stocks 
in its portfolio, and for other purposes. 
The liquidating value of the common 
stock, based on portfolio adjustments 
during January and February and the 
United Gas Improvement proposed ex- 
change, is estimated at $4.38 a share. 


¥ 


Potential Dangers of Low 
Money Rates 


re the business situation rarely re- 
flects a balancing of factors as con- 
sidered necessary by “classical” econ- 
omists, we are always faced by problems 
and issues resulting from such lack of 
balance. At the present time we are wor- 
ried about inflationary forces of one kind 
or another, just as in the middle 1930's 
we were concerned about deflation, tech- 
nocracy, etc. The government deficit has 
been widely attacked as inflationary (in 
conjunction with commercial bank financ- 
ing of bond emissions) but it has now 
achieved at least a temporary balance— 
an unexpected blessing for the adminis- 
tration—because of its overconservative 
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estimates of business activity and tax 
payments. 

There has recently been increasing 
criticism of Washington’s cheap money 
policy on the ground that it is inflationary 
even though it may help to keep the 
budget in balance. The recent decline in 
long-term money rates of about one- 
quarter per cent has led to numerous pro- 
tests by representatives of institutions, 
and even the Federal Reserve System has 
indicated its doubts regarding the Treas- 
ury policy. (The subject was treated 
briefly in this department in the Fort- 
NIGHTLY of February 28th, page 299.) 

It is perhaps not generally taken into 
account that the institutions benefit by 
rising prices and bond redemptions, and 
that this capital appreciation serves as 
an offset to the diminished income from 
the same securities. However, once the 
trend of rising markets is ended and 
securities remain on a price plateau, this 
factor will no longer prove helpful. When 
the trend is reversed heavy book losses 
on the new securities may accumulate, 
while income will not improve until the 
present portfolio is replaced at maturity. 
It seems probable that recent heavy 
profits in institutional portfolios have 
tended to obscure the dangers of the fu- 
ture, when market losses will not im- 
mediately be offset by higher income. 


jeans is the traditional center of 
conservatism, and the First Na- 
tional Bank of Boston in its recent New 
England Letter presented an interesting 
criticism of the cheap money policy. The 
bank points out that the country’s “cap- 
italists” include some 46,000,000 savings 
bank depositors, 71,000,000 life insurance 
policyholders, and an estimated 15,000,- 
000 investors in securities. “Every prop- 
erty owner, investor, and saver has a 
proportionate stake in the continuation of 
our present economic system along with 
the large corporations and men of 
wealth,” it adds. 

The bank points out that since 1929 
there has been a decline of 45 per cent 
in the yield of high-grade corporate 
bonds, 54 per cent in governments, and 
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61 per cent in dividend rates on savings 
bank deposits. As indicated in the ac- 
companying chart reproduced from the 
letter, a widow left $150,000 in 
1929 could have obtained an income in 
that year of $6,440, assuming that she 
placed equal amounts in governments, 
corporate bonds, and savings banks. 
After adjusting for the decline in yields, 
the higher cost of living, and larger Fed- 
eral taxes, the income would now be only 
$2,370, a decline of 63 per cent (of which 
53 per cent was accounted for by money 
rates). “The cheap money policy,” the 
bank concludes, “is in reality a confisca- 
tion of income and is pauperizing an in- 
creasing proportion of our population. 
This in turn leads to a growing pressure 
for more and more old-age benefits and 
other forms of Federal aid.” 

During the war, under the pressure of 
patriotic propaganda, savings were huge 
despite declining money rates. Since the 
war the influx of savings bank deposits 
has continued heavy, though this has been 
offset to some extent by the cashing of 
E bonds. Is this recent trend an indica- 
tion of our strongly ingrained savings 
habits (regardless of yield) or is it 
mainly because of the fact that consumer 
goods are still hard to buy? This phase 
of the question, not considered by the 
bank, might be interesting to explore. 


to bank feels that cheap money pro- 
motes inflation in that it discourages 
nonbanking investors from purchasing 
government securities, forcing into spec- 
ulation the funds that should go into con- 
servative channels. It is feared that com- 
mercial banks will continue to absorb 
substantial amounts of government 
bonds, aggravating the already inflated 
money supply. Thus the government will 
be forced to continue using the vario 
controls for price fixing, regulating pro 
duction, directing the use of credit, et 
—eventually perhaps taking over contro 
of all economic and social activities. 
The bank urges budget balancing 3 
the main essential. Reduction in the gov 
ernment debt from surplus funds (in 
progress now in a modest way) would 
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“do more than any other single factor to 
curb inflation and to restore public faith 
in Federal fiscal policies and in the future 
of private enterprise.” With the restora- 
tion of confidence business would be en- 
couraged to make long-term commit- 
ments (lacking in the 1930’s) and money 
rates would harden. 


While the bank letter may take 


+7 


a rather extreme view of the dangers 
ahead, we need more of such criticism 
in order to force the administration to 
moderate its extreme monetary policy. 
President Emil Schram of the New York 
Stock Exchange has proposed that a 
commission of outstanding men in gov- 
ernment, finance, and industry be created 
to study the national debt policy. 


DECLINE IN INVESTMENT INCOME 
Based upon Investment of $150,000 in Equal Amounts in Government Bonds, 
Corporate Bonds, and in Savings Banks 


Corrected for Federal Taxes in Both Years and for Rise in Cost of 
Living in 1945 As Compared with 1929 


— 


$6,424 


IN THOUSANDS OF DOLLARS 
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rom the “New England Letter” of the First National Bank of Boston. 
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Hearings Resumed on Holding 
Company Act 


gg subcommittee of the House In- 
terstate and Foreign Commerce 
Committee resumed, in January, its 
hearings upon the Public Utility Hold- 
ing Company Act of 1935. These hear- 
ings (previous sessions were reported 
upon in Pusiic UTILities ForTNIGHT- 
LY, issues of December 20, 1945, and 
January 17, 1946) were continued into 
February. Under the chairmanship of 
Representative Lyle H. Boren (Demo- 
crat, Oklahoma), the subcommittee 
heard testimony by the heads of utility 
holding companies, also by officials of 
certain Federal agencies and others. 

It seemed apparent, as the hearings 
neared their close, that the committee- 
men were contemplating the recommen- 
dation of changes in punitive sections of 
the act, especially § 11. The suggestions 
of specific amendments presented by sev- 
«ral witnesses brought out clearly the dif- 
ficulties of operating under the present 
provisions. The testimony of Curtis E. 
Calder, board chairman of Electric Bond 
and Share Company, and of Justin R. 
Whiting, president of Commonwealth & 
Southern Corporation, on these matters 
obviously impressed the members of the 
committee. 

Referring especially to the subject 
which has occupied much of the commit- 
tee’s attention—the acquisition of private 
utilities by public power bodies — Mr. 
Calder stated: 

. I wish to make it very plain that I be- 
lieve in the free enterprise system, I do not 
believe that the legislators who passed the 
act intended to eliminate the utilities as a 
part of the free enterprise system. Never- 
theless, in conjunction with Federal 
Power Act and the tax laws, the Holding 
Company Act is serving to change the own- 
ership of many utilities from tax-paying 
a: omy enterprise to tax-exempt public 


= T believe that the transfer of utility busi- 
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nesses from tax-paying private enterprise to 
tax-exempt public power is not in the public 
interest. The utility business in the United 
States was originated and developed through 
the initiative of private enterprise. It has 
reached a high level of efficiency without 
subsidy or special privilege. It has always 
paid heavy taxes, and otherwise has stood 
squarely on its own feet. Today it gives the 
best service at the lowest cost in the world, 
I believe that the best way to continue to 
render service at this high level and to con- 
tinue to improve upon it is to leave it in the 
hands of tax-paying private enterprise. 
Every time an individual or a business 
fails to pay its share of the tax burden, th 


tax-paying citizens. Public power fails to 
pay its share of taxes. Each time a tax-pay 
ing utility goes over to public power, its 


the holding companies will be greatly acceler 
ated in the near future. The resulting shift 
of public utility property from a tax-paying 
to a tax-exempt status will also be greatl 
accelerated unless prompt and adequate pre- 
ventive measures’ are taken. What is hap- 

ing may be legal but it is not fair and 
just. In addition, it is dangerous. 


T= referring to the financing 
phase in these public power situa 
tions, this holding company executiv 
made these suggestions : 


Bay of the financing which is accom 

the shift to public power is far out 

of t the ine prescribed by SEC for private en 

terprise. If Federal regulation of securit) 

issues is needed for the protection of inves 

tors, and I believe that it is, I think it should 
be extended to the public power field. 

My prescription for the correction of thi 
situation is simple in principle, although th¢ 
details of its application may be compli 
cated. It is to remove the exemptions whi 
now enable persons and enterprises to op 
erate outside of the supervision of the SEC 
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and FPC, free from taxation under the In- 
ternal Revenue Act, and to enrich themselves 
thereby at the expense of the general tax- 
paying public. Special privilege should have 
no place in the American way of life. 


Additional recommendations made by 
Mr. Calder were that private companies 
be permitted to maintain foreign utility 
systems exempt from provisions of the 
act; that they be permitted to engage in 
nonutility business, with only the utility 
operations subject to regulation; and 
that system companies should be permit- 
ted to charge affiliates prices for service 
at fair and reasonable margin above 
“bare-bones’” cost. 

In closing his statement, Mr. Calder 
made these pertinent, observations rela- 
tive to the changed conditions since the 
passage of the act: 


I am a staunch advocate of regulation to 
protect the interests of investors and con- 
sumers. But the act was passed in an at- 
mosphere which was not conducive to good 
regulation. The country had not yet emerged 
from the worst depression in its history. 
The speculative excesses of 1928 and 1929 
had led to severe losses in market prices of 
utility securities as well as of other classes 
of securities. Rather than attributing these 
losses to speculation and to the desire of the 
participants to reap great and unwarranted 
speculative rewards and, in some cases, to 
unsound and misused holding company 
financial structures, the losses were attrib- 
uted by many to the holding company prin- 
ciple. The result was that the legislation in 
many of its aspects was not constructive but 
punitive. Today, therefore, certain of the 
concepts on which the Holding Company 
Act was predicated have lost their signifi- 
cance through the passage of time or by rea- 
son of changed circumstances, and I feel 
reasonably sure that, if such legislation were 
before Congress at the present time, many 
of the restrictions now contained in the act 
would not be required in their present form. 


usTIN R. WHITING, in opening his 
testimony, noted that two of the 
standards most often stated in the act are 
(a) “economical and efficient operation,” 
and (b) “the public interest or the in- 
terest of investors and consumers”—the 
latter expression appearing some sixty 
times. He said: 
.. . These expressions are in a broad sense 
the principal objectives of the regulation con- 
templated by this act. However, the diffi- 


culty of applying such broad tests has, in 
the absence of more specific standards, led 
to the exercise of an unintended arbitrary 
power by the Securities and Exchange Com- 
mission. The act was not intended to de- 
stroy holding companies but to regulate 
them and, so regulated, to foster them in the 
public interest and the interest of investors 
and consumers. Yet, it has been so inter- 
preted that in common opinion it spells the 
end of most holding companies, an opinion 
which may become fact unless this regula- 
tory interpretation is checked. The law 
spells out a recognition of holding companies 
and looks to the approval of the holding 
company which has complied with its re- 
quirements. The question then is, after ten 
years’ regulation, what changes should be 
made to best meet the objectives of the law? 


As to changes which he considered 
should be made, after ten years of regu- 
lation, to meet the objections to the law, 
Mr. Whiting offered suggestions relative 
to three subjects covered by the act. His 
first subject for revision was referred to 
as definitions of “holding company” and 
“subsidiary company” as relating to per- 
sons owning less than 10 per cent of the 
voting securities. He said: 


Aside from those parts of the definitions 
which embrace persons controlling 10 per 
centum of the voting securities of such com- 
panies, §§ 2(a)(7)(B) and 2(a)(8)(B) 
authorize the commission to find any person 
to be a holding company or a subsidiary 
company, on the broad basis of influence 
over the management, even though stock in- 
terest be less than 10 per cent of the out- 
standing voting securities. As a result, no 
one wants to take that degree of interest ina 
holding company or an operating utility 
company which should go hand in hand with 
investor ownership. Everyone fears he will 
be declared to be a holding company or the 
corporation, a subsidiary company under the 
act, with all the regulations and restrictions 
that such status involves. As a consequence, 
also, large stock holdings have been reduced 
or are being liquidated, and the new owner- 
ship is broken up into small holdings. The 
tendency of this trend, as I see it, will be for 
holding companies, and operating companies 
as well, to be run by management bureauc- 
racies which do not have the incentive and 
benefit of the viewpoint of investor owners. 
Thus true compliance with the standard “not 
detrimental to the interest of investors” is 
made more difficult, because a representative 
who has a vital reason for seeking eco- 
nomical and efficient operation is removed 
from the scene. I am not suggesting that the 
10 per cent rule be disturbed 

But I do believe it would be in the inter- 
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ests of all concerned, for the provisions of 
2(a) (7)(B) and 2(a) (8) (B) to be elimi- 

I believe the result would be that 
no and future owners of the business, 
who now fear to become active, will become 
sufficiently interested so that they will want 
to be represented on the boards of directors, 
to express their opinions, and to hold their 
securities through good and bad years with 
the idea of giving their best efforts to the 
building up of the business. So long as such 
activity might be looked upon as courting 
action by the commission to declare such a 
person a holding company, or the corpora- 
tion a subsidiary company, we will not have 
the benefit of such ownership. In my judg- 
ment such type of ownership has a salutary 
effect in any business that is operated for 
profit. 


Is second point referred to the de- 

terrent effect of “original costing” 

on the rearrangement of the nation’s 

utilities on an economic and efficient 
basis. Regarding this, he said in part: 


It is generally admitted that the holding 
companies had a profound influence on the 
development of the nation’s utility industry. 
They led the way in constructing intercon- 
necting lines and combining small properties 
and individual systems into integrated sys- 
tems serving larger areas. . . . Without ex- 
tensive interconnection and efficient opera- 
tion, the production and distribution of the 
enormous amount of power needed for the 
war effort would not have been possible. 


Commenting that § 30 of the act lays 
down the general pattern of what Con- 
gress intended the future groupings of 
utility systems to be, in its direction to 
SEC “to make studies and investigations 
of public utility companies, the terri- 
tories served or which can be served,” 
Mr. Whiting pointed out that, in attempt- 


lacious as applied to an operating utility 
system (except for licensed projects) be- 
cause its properties, not built under a par- 

ticular license in the first place, have in part 
been acquired from former owners, recon- 
structed and modernized, assembled into 
larger groups, and made more efficient. They 
are not subject to recapture. The only way 
they could have been acquired was by. paying 
to the previous owner more than his cost. 
This is the history of the progress of Amer- 
ican industry. To require the new owner to 
carry on his books the original cost of a 
former owner, is to penalize the new owner. 
This progressive process, of putting together 
the properties that exist today, oftentimes 
goes back forty years or more; and this new 
application of original costing has resulted 
in wiping out substantial amounts of legiti- 
mate cost of going properties, with a conse- 
quent decrease in the value remaining. 


AY a practical means of overcoming the 

inequity in this particular phase of 
procedure under the act, the witness sug- 
gested: 


My own idea is that the best answer to the 
enforced writing out of amounts in excess 
of the aboriginal cost is to give credit in such 
write-downs of acquisition adjustments, 
against taxable income; and I suggest that 
this committee make a formal request to 
the Ways and Means Committee to include 
such a provision in the next Revenue Act. 
The banks of the country are given such a 
deduction when they are required, by bank- 
ing examiners, to write down the values at 
which they carry obligations or securities. 
I see no reason why utilities should not have 
the same right. If this were given, in my 
judgment, the cause of rearrangement and 
economical and efficient operation would be 
furthered. . . . Such original costing also has 
a direct effect upon the limited rates com- 
ing within the jurisdiction of the Federal 
Power Commission and consequently, by in- 
direction, upon many state commissions. I 


think this committee would be well advised 
to propose an amendment which would place 
some kind of a curb upon the Federal Power 
Commission in fixing rates that are based 
upon a net original cost base. Any regulation 


ing to carry out any orders of the com- 
mission for the rearrangement of prop- 
erties, utility groups met delay because 
of the process involved in “original cost- 


ing.” He said: 


. Section 208 (Part II of Title II) of the 
act provides for the filing with the Federal 
Power Commission, by utilities engaged in 
interstate commerce, of an inventory and 
statement of the original cost of all their 
property. Section 301 provides for the keep- 
ing of accounts, and under it the FPC has 
promulgated a classification of accounts, in 
which it defines original cost as “the cost of 
such property to the -“° first —— 
to public service.” . . he concept is 
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so based, which ignores the changing value 
of the dollar, prudent investment, and pres- 
ent fair value, in my judgment, will have : 
detrimental effect upon the marketing of 
utility securities when other industries are 
not so limited, and thus result in retarding 
the future growth of the utility industry. 


The third point referred to by Mr. 
Whiting had to do with the clarification 
of the provisions of the act relating to 
integrated public utility systems. With 
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respect to this, he dwelt in some detail 
upon the advantages to the properties of 
the Commonwealth & Southern, situated 
in a group of neighboring southern 
states, of common stock ownership by 
the parent holding company for twenty 
years, and also the benefits to both city 
and rural customers which are served by 
the extensive transmission systems inter- 
connecting both steam- and hydro- 
generating plants. 

The effect of this codrdination, under 
common stock ownership, it was de- 
clared, is to operate the entire power sys- 
tem as though it were a single unit. By 
pooling the operation under common 
ownership, advantages are gained and 
savings effected which would not be 
practical among companies independent- 
ly owned. 

In suggesting an amendment to the act 
so as to permit the continued operation 
of such a group of properties as an in- 
tegrated system, Mr. Whiting ex- 
pressed the view that “if the interests of 
the public and the consumers are consid- 
ered, and, certainly, if the investors’ in- 
terests are to be protected, the system 
should not be broken up.” 


DWARD L. SHEa, president of the 

North American Company, in his 
testimony, brought out that the problems 
in connection with the act, which so 
vitally affects our national economy, 
seem to be due to the indefiniteness of 
some provisions, and the unduly restric- 
tive character of other provisions. He 
named three points which, he said, could 
be adopted within the structure of the 
act: 


1. Clarification and broadening of the basic 
provisions of the act governing the retention 
bya holding company of an electric utility 
system in addition to its so-called principal 
system. 

2. Specific permission for retention of a 
gas business by a company also engaged in 
the electric business, and for retention by a 
holding company of control of a gas com- 
pany which operates in the same area or in 
an area adjacent to that in which an electric 
company controlled by the same holding 
company operates. 

3. Clarification of and greater latitude in 
the provisions relating to retention of exist- 
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ing investments not directly associated with 
public utility operations, and acquisition by 
a holding company of investments of suc 
character. 


On the adoption of points two and 
three, he said: “This would accelerate 
further interconnection of physical 
properties and make for both efficiency 
and economy, all tending toward further 
reductions in rates and increasing ability 
to meet, at lower cost, the utility indus- 
try’s continual need of raising substan- 
tial amounts of capital.” 

Referring to the great current need to 
increase employment and strengthen our 
national economy, he deplored the trend 
which forces utility holding companies to 
contract materially all their operations 
and to liquidate and distribute their cap- 
ital. While much of utility capital is thus 
demobilized, he explained, present ad- 
ministration of the act restricts the use 
of remaining capital to a degree which 
makes practically impossible the invest- 
ment of funds in nonutility businesses. 
He pointed out that the fundamental 
soundness of diversity of investment has 
long been recognized. He proposed, 


therefore, that holding companies be per- 
mitted to retain and acquire investments 
in nonutility businesses unless it is spe- 
cifically shown that such ownership in- 
terferes with the effective functioning of 
the public utility properties retained. 


ARLE S. THOMPSON, president, 
American Water Works & Electric 
Company, Inc., in his testimony fol- 
lowed, in general, the views expressed by 
other holding company executives as to 
the desirability of certain changes being 
made in the Holding Company Act. He 
emphasized the importance of provid- 
ing that the division of regulatory au- 
thority between the states and the Fed- 
eral government gives each exclusive 
jurisdiction over the particular matters 
in which it has the natural and dominant 
interest. The line of division should be 
drawn so as to avoid dual and multiple 
regulation of the same transactions and 
the confusion, waste, expense, and delay 
that inevitably result therefrom. He 
pointed out that Federal regulation is so 
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broad in scope that the same transactions 
are generally subject to regulation by the 
states and the Federal government and, 
sometimes, to regulation by more than 
one Federal agency. He said it some- 
times seemed that compliance with the 
many dual and multiple regulatory re- 
quirements was his company’s chief oc- 
cupation. He stated that this was not in 
the best interest of the public or security 
holders. He cited examples.of operations 
which were relatively simple except from 
the standpoint of complying with regu- 
lations. 

Mr. Thompson submitted certain spe- 
cific amendments to the Holding Com- 
pany Act, the Federal Power Act, and 
the Federal Natural Gas Act, for the 
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House subcommittee’s consideration. 

Among others who appeared before 
this committee, relative to the Holding 
Company Act, were Clayton J. Kline, 
general counsel, North American Light 
& Power Company, and Glen V. Rork, 
president, Northern States Power Com- 
pany of Wisconsin, who referred espe- 
cially to problems confronting their com- 
panies in complying with some of the 
provisions of the act. Also, Preston S. 
Arkwright, board chairman, Georgia 
Power Company, and James M. Barry, 
vice president and general manager, 
Alabama Power Company, who made 
statements setting forth the advantages 
to each of those operating utility com- 
panies of common stock ownership by 
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Commonwealth & Southern Corpora- 
tion, a holding company. 

The committee again considered the 
question of the acquisitions of private 
utilities by public power bodies, especial- 
ly with respect to the Omaha electric sit- 
uation. Testimony was presented by H. 
S. Aller, president, American Power & 
Light Company, which has sold its com- 
mon stock holdings in Nebraska Power 
Company to a “nonprofit” group or pub- 
lic power body. The transaction was 
negotiated by Guy C. Myers, a financial 
agent, who also testified, especially re- 
garding his fees in connection with the 
deal, which he averred were modest, in 
view of the time and details involved in 
the negotiations. Mr. Myers was ques- 
tioned by Committee Chairman Boren 
regarding reported plans of a group of 
Pacific Northwest public utility districts 
to acquire the properties of Puget Sound 
Power & Light Company. Mr. Boren 
maintained that in such a transaction it 
was wrong for the local district’s revenue 
bond income to be tax exempt while in- 
come on U. S. government bonds, except 
those designed for the smallest investors, 
was taxable. 


2 agerensac for further testimony, at the 
request of the committee (to sup- 
plement his statement at a previous hear- 


ing), Kinsey Robinson, president, 
Washington Water Power Company, 
presented detailed data relative to the ac- 
quisition of private utilities by public 
bodies. To demonstrate the advantages 
possessed by these public bodies, through 
their tax-avoidance immunity, enabling 
them to offer higher purchase prices for 
private utility operating properties (di- 
vested under SEC orders) than can be 
paid by tax-paying private interests, Mr. 
Robinson filed with the committee a 
chart illustrating the procedure in such 
a transaction. 

Setting out a hypothetical situation as 
the base of this illustration, the chart por- 
trayed, step by step, the controlling fac- 
tors involved, where such a purchase was 
under consideration. This was pictured 
in graphic form, by parallel statements, 
contrasting the position of a private 


511 


prospective purchaser with that of a pub- 
lic body in such a negotiation. The ob- 
vious advantages held by the public body 
were clearly shown. An important rea- 
son for this advantage lies in the ability 
of the public body to finance the purchase 
by the sale of tax-free revenue bonds, 
enabling it to pay a much higher price 
for the utility property than is possible 
for the private interests. 

It was evident from their comments 
that committee members were much in- 
terested and impressed by the informa- 
tion thus disclosed. 

Pursuing other angles of this public 
power matter, the committee questioned 
closely Bonneville Power Administrator 
Paul J. Raver as to his negotiations in 
1944 to buy the Puget Sound properties. 
Mr. Raver stated that he represented 
several public utility districts, the city of 
Seattle, and the Bonneville Power Ad- 
ministration in offering $90,000,000 for 
the property. Upon searching queries by 
committee members, the witness said 
that the Bonneville agency was author- 
ized to enter such negotiations by the 
provisions of the Bonneville Act requir- 
ing the agency to supply cheap power to 
“the little man.” Mr. Raver contended 
that it is possible to serve “the little man 
only through public ownership of power 
plants.” 


A these hearings the Federal Power 
Act, and also the procedures and 
policies of the Federal Power Commis- 
sion in administering it, came up for at- 
tention. FPC Chairman Leland Olds, in 
his testimony, expressed himself as 
favoring public ownership of utilities, 
and his views met frequent challenge by 
committee members. He defended the 
public ownership movement by insisting 
that utility operations are merely “en- 
trusted” to private enterprise by “op- 
tion” of the governmental agencies in the 
areas served. 

As to this viewpoint, Chairman Boren 
protested that the private enterprise sys- 
tem is the established method of opera- 
tion, and that only through a mandate of 
the public should governmental agencies 
take over such properties. The conten- 
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tion also was made by Mr. Olds that 
private companies attempt to influence 
public opinion against public power en- 
croachment. This statement brought 
criticism of his own speeches, in behalf 
of public power, by Congressmen 
O’Hara (Republican, Minnesota) and 
Hinshaw (Republican, California). 

On the question of tax inequalities be- 
tween private and -public utilities, Mr. 
Olds made the unexpected suggestion 
that taxes might be “equalized” by re- 
ducing those of private companies. 
While admitting the handicap such in- 
equalities place upon private utilities, he 
insisted that the solution did not lay in 
taxing public bodies correspondingly. 
He asserted that any tax reduction for 
private companies must result in their 
lowering their rates. By no means, he 
declared, should tax reductions be per- 
mitted to result in any unearned “wind- 
fall to the utilities and their common 
stockholders.” 

Following FPC Chairman Olds, sev- 
eral witnesses—executives of utility op- 
erating companies, and others—submit- 
ted testimony bearing especially upon 
the difficulties of conducting their af- 
fairs under the Federal Power Act, as 
interpreted and administered by the com- 
mission, and suggested amendments so 
as to remove certain ambiguities. 

C. Hamilton Moses, president, Arkan- 
sas Power & Light Company, citing 
specific experiences in his company’s re- 
lations with the Federal Power Commis- 
sion, was sharply critical of Chairman 
Olds because of his bias and prejudice 
against private utilities and his favorit- 
ism for public ownership. 

Referring to the Federal Power Act, 
Mr. Moses quoted § 313 (b)—“the find- 
ings of the commission as to facts, if 
supported by substantial evidence, shall 
be conclusive.” He called this iniquitous 
beyond a possibility of justification, be- 
cause it led to a practical denial of any 
appeal from the commission except as 
to naked questions of law. 


AMUEL FERGUSON, president, Hart- 
ford (Connecticut) Electric Light 


Company, urged upon the committee such 
amendment to the Federal Power Act as 
would free his strictly intrastate com- 
pany, and others like it, from a jurisdic- 
tion by FPC never intended by Congress. 
The history of the administration of the 
Federal Power Act, he said, was a good 
example of how the proposed intention 
of Congress may be substantially altered 
in the process of interpretation. He in- 
troduced for the record a chart which 
traced the metamorphosis of this law gov- 
erning electric utilities in this country. 

Mr. Ferguson then touched upon the 
philosophy which decrees the “fixing of 
rates that are based upon a net original 
cost base.” This, he declared, exposes all 
utility investors to diminishing returns 
coincident to the growth of the deprecia- 
tion reserves whenever the size exceeds 
the company’s ability to invest same in 
plant extensions. 

In the past, he pointed out, the rapid 
expansion of business has concealed this 
situation, but, in spite of the present 
stage of approaching maturity, this sort 
of philosophy calls for larger and larger 
reserves, as well as deduction from orig- 
inal cost in the determination of per- 
mitted earnings. 

Mr. Ferguson saw in this procedure 
the destruction of the credit of all private 
utilities and, in addition, it would require 
that present users would be penalized by 
higher than necessary charges for the 
possible benefit of future customers. 

The belief was expressed by Mr. Fer- 
guson that this “net original cost base” 
practice (sometimes referred to as “ab- 
original cost”), though not so obvious in 
its effects, was probably the most effec- 
tive means employed by public ownership 
bureaucrats to bring about the socializa- 
tion of all utilities in the country. 


—— obvious and urgent need of 
amendment to the Federal Power 
Act was also advocated by Gay H. Brown, 
formerly chief counsel for the New York 
Public Service Commission. He made the 
following statement : 


While the Federal Power Commission has 
for years expressed great solicitude for the 
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state commissions, and has given lip service 
to the ideal of nonusurpation of state juris- 
diction, yet by its actions it has demon- 
strated, in my opinion, its purpose to invade 
and supersede state jurisdiction whenever it 
deemed it expedient so to do. Beginning at 
a time shortly after the passage of Parts II 
and III of the Federal Power Act of 1935, 
this commission has persistently and con- 
tinuously adopted an attitude and position 
directly contrary and wholly at variance 
with the position which it took at the time 
of the congressional hearings upon the bill 
to amend the act. 


Mr. Brown then sketched the history 
of various Senate and. House committee 
hearings in past years to consider amend- 
ments to the act. But, he noted, despite 
its assurances at that time that the pro- 
posed bill in no way invaded the jurisdic- 
tion of the states, the commission, “ap- 
parently actuated by the thought that only 
the Federal Power Commission was 
qualified to exercise jurisdiction over 
electric utilities of the country,” pro- 
ceeded with just such invasions. 

Various instances where the commis- 
sion succeeded in carrying through this 
invading policy were cited by Mr. Brown. 
He then outlined the story of the Con- 
necticut Light & Power Company Case, 
with which he was intimately familiar, 
having argued the case before the U. S. 
Supreme Court. That court reversed the 
judgment of the U. S. Court of Appeals, 
which had affirmed the decision of the 
Federal Power Commission. 

In closing his testimony, Mr. Brown 
commented upon a letter—signed by 
Chairman Leland Olds and three of the 
commissioners—sent in 1943 by the Fed- 
eral Power Commission to the executive 


committee of the National Association 
of Railroad and Utilities Commissioners. 
In this letter the state commissions, be- 
cause of the fact that they filed briefs 
with the court in opposition to FPC in 
the Hartford and Jersey Central cases, 
are accused of being “allies of the util- 
ities,” and said utilities are described as 
“powerful and ruthless utility systems” 
and “recalcitrant exploiters of the public 
service.” 


S one more illustration of this atti- 
tude, Mr. Brown noted that Chair- 
man Olds, in a speech before the first an- 
nual meeting of the National Rural Elec- 
tric Codperative Association on January 
20, 1943, and referring to the advertising 
campaign of the utilities undertaken to 
enlighten the American people as to the 
advantages of private ownership, said: 
“What have we to oppose to this malign 
campaign, the last stand of the devil of 
self-interest against the great upswing 
of the common interest ?” 

Mr. Brown made the further statement 
that if a man on a soap box gave voice 
to some of these thoughts, might we not 
characterize the utterances as demagogic. 
What shall we say when the statements 
are made by the chairman of the Federal 
Power Commission ? 

With the ending of this series of these 
hearings, the testimony of representa- 
tives of the utility industry was con- 
cluded. Chairman Boren stated that the - 
date of the next hearing had been set 
for March 25th, for the further testi- 
mony of SEC Chairman Purcell. 

—R. S. C. 





Utilities Sponsor Research to Develop 
Use of Heat Pump 


INTER heating and summer cooling 

from the same equipment is the 
goal of electric utilities and certain 
makers of electrical equipment. To assist 
in speeding the perfection of such equip- 
ment, the Southeastern Electric Ex- 
change, an association of business-man- 
aged electric utility companies, has estab- 
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lished a research project at the Southern 
Research Institute, Birmingham, Ala- 
bama, to explore the possibilities in this 
field, based on the application of the 
principles of the heat pump. 

In announcing this step, J. M. Barry, 
vice president and general manager of 
Alabama Power Company, which is a 
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member of Southeastern Electric Ex- 
change, said : 

The idea of using a heat pump for heating 
buildings is not new. It dates back to 1852 
when Lord Kelvin proposed the idea of heat- 
ing with a “warming engine.” Technically, 
there is nothing wrong with his idea. How- 
ever, equipment necessary to make the 
warming engine competitive with other 
methods of heating had not been developed 
to that point. 


Within the past few years, articles in 
various publications have speculated on 
the use of the heat pump as a possible 
means of cooling and heating homes elec- 
trically. The use of heat pumps in homes 
is not new because every electric refrig- 
erator is operated by a miniature heat 
pump. Make a heat pump large enough 
and a room, home, or building can be 
cooled similarly. 


HEN heat taken from the inside of 

the house is pumped to the outside 
air, the héat pump is being operated on 
the “cooling cycle.” This system is that 
currently used in many summer cooling 
installations. If the procedure is reversed 
and the heat taken from the outside air 
and pumped into the home, the heat pump 
would be operating on the “heating 
cycle.” It should be remembered that, no 
matter how cool the weather, it can be- 
come colder and that, therefore, there is 
always some heat available in the outside 
air. 

The use of the heat pump for summer 
air conditioning is already established. 
The problem is the reversal of the process 
to permit winter heating with the same 
equipment. What is needed now is the 
adaptation of the heat pump to heating 
as well as to cooling, the development of 
suitable controls for it, and modifications 


to improve its efficiency so that the price 
of the equipment and the cost of opera- 
tion will not be excessive. 

Experimental units are already in use 
in office buildings in scattered locations 
in the United States. The experience of 
electric utility companies with these 
large-scale installations prompts the in- 
vestigation of the possible use of similar 
units of smaller size for the home. The 
area covered by the power companies in 
the Southeastern Exchange is an ideal 
one for application of the heat pump for 
summer cooling and winter heating be- 
cause of the moderate heating and cooling 
requirements. The research project, as 
established at the Southern Research In- 
stitute by electric utilities, is, therefore, 
of considerable significance to south- 
erners. 

Mr. Barry emphasizes that the utilities 
do not propose to engage in the manu- 
facture of electric heat pumps and that 
the establishment of the research project 
at the Southern Research Institute is to 
assist in crystallizing thinking on the 
subject so as to speed its development 
and distribution to the public. The facts 
determined from the research project 
will be made generally available to manu- 
facturers and to other interested persons. 


rR. W. A. Lazer, director of the 
Southern Research Institute, an- 
nounced that the utility-sponsored heat 
pump project will be under the direction 
of Dr. E. N. Kemler, head of the insti- 
tute’s engineering research division. Dr. 
Kemler was professor of mechanical en- 
gineering at Purdue University before 
joining the institute’s staff, and has acted 
as engineering consultant for various 
manufacturing concerns. 





I “ . . the government can make the load easier to bear if it 
exercises prudence and thrift in its own domain and if it keeps 
a constant alert against increasing expenditures. Unless it does, 
the cost of government might reach a point where it would act 
as a brake on individual initiative and progress and thus become 

a threat to national economic stability and well-being.” 
—Excerrt from study by life insurance 

companies in America. 
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The March of 


Events 


Pike Resigns from SEC 


N a 4-line letter, Sumner T. Pike of Maine 
has resigned as a commissioner of the 
Securities and Exchange Commission. 

“I am getting stale on this job, and it is 
time for me to quit,” he told President Truman 
in the letter. 

The President accepted the resignation, but 
refused to “accept the thesis which you put 
forward with such Yankee terseness.” 

On the contrary, Mr. Truman said that he 
could not believe that Mr. Pike was “getting 
stale.” The Chief Executive felt that the “pub- 
lic will be the loser” in Mr. Pike’s decision 
to retire after six years’ service. 

It is also rumored that SEC Chairman Gan- 
son Purcell has handed in his resignation. It 
is expected that he will return to Washing- 
ton to practice law. He has maintained his 
home in the District since SEC was moved 
to Philadelphia four years ago. . 


Court Denies Petition 


HE Fifth Federal Circuit Court of Appeals 

on March 22nd denied a petition by the 
Arkansas Natural Gas Corporation seeking 
modification of its subsidiaries except the 
Arkansas Louisiana Gas Company. The order 
was issued by the Securities and Exchange 
Commission May 5, 1944. 

The gas company was described as a dis- 
tributor of natural gas at retail through 103 
distribution plants in east Texas, north Louisi- 
ana, and Arkansas. 

The corporation asked that the order be 
modified for the following reasons : 

1. Because the commission declined to say 
whether it allowed the gas-producing and 
transmission facilities of Arkansas Louisiana 
Gas Company to be retained in the system be- 
cause they, are a part of the integrated sys- 
tem, or as “other businesses” permitted by the 
Public Utility Holding Company Act of 1935. 

2. Because the oil businesses of the other 
subsidiaries are not also allowed to be retained. 

“We think the gas wells and pipe lines are 
not necessarily a part of this ——? ted sys- 
tem, though they were proper to retained 
as other businesses, reasonably incidenta! and 
economically appropriate to the operation of 
the system,” the court said. 

Written by Judge Samuel H. Sibley, the 
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opinion had the concurrence of Judges Edwin 
R. Holmes and Leon McCord. 


FPC Dismisses Application 


HE Federal Power Commission on March 

15th announced its order dismissing with- 
out prejudice Panhandle Eastern Pipe Line 
Company’s application for authority to con- 
struct facilities for sale of natural gas to the 
Ford Motor Company and stating in an opin- 
ion (No. 130) that such sale would impair 
gas service to Panhandle’s present customers 
and is against the public interest. 

The application so dismissed covered a re- 
quest filed by Panhandle on January 10, 1946, 
to construct and operate certain necessary 
facilities at a point of connection on Pan- 
handle’s main transmission pipe line in Wayne 
county, Michigan, for delivery of gas to the 
Ford Motor Company. 


Favors Daylight Saving 


|g engren Truman told a press conference 
last month that if Congress again called 
for national daylight-saving time he would 
support it. 

He was asked if he would support daylight 
saving as an aid to the food situation, appar- 
ently on the theory that the general public 
might have more time for after hours home 
gardening. 

The President said he would not sup- 
port a piecemeal return to daylight saving, but 
would support it if applied nationally and if 
it were approved by Congress. 


SEC Approves Group Plan 


TS Securities and Exchange Commission 
last month approved the reorganization 
plan filed voluntarily by New England Power 
Association and its subholding companies— 
Massachusetts Power & Light Associates, 
North Boston Lighting Properties, Rhode 
Island Public Service Company, Massachusetts 
Utilities Associates common voting trust, and 
Massachusetts Utilities Associates. 

The plan provides for the termination of 
the common voting trust and the substitution 
of a single holding company, to be known as 
New England Electric System, for New Eng- 
land and its subsidiaries, which operate elec- 
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tric and gas public utility companies in Ver- 
mont, New Hampshire, Massachusetts, Rhode 
Island, and a section of Connecticut. 


Seeks to Purchase “Big Inch” 


HE Federal Power Commission on March 

18th disclosed that the Trans-Continental 
Gas Pipe Line Company of Longview, Texas, 
had pw $40,000,000 for three great pipe 
lines built by the government to move gaso- 
line and oil during the war. 

The FPC said Trans-Continental also pro- 
posed to spend another $40,000,000 to convert 
the three pipe lines, the “Big Inch,” “Little 
Inch,” and “Southwest Emergency,” to trans- 
portation of natural gas to Pennsylvania, New 
Jersey, and New York. Total cost to the gov- 
ernment of the three lines approximated $152,- 
000,000, the FPC said. 

Trans- Continental, the FPC reported, said 
its $40,000,000 purchase offer was made to 
the War Assets Corporation. The FPC de- 
scribed Trans-Continental as a “recently or- 

ized” Texas corporation. WAC said Trans- 
ontinental’s offer was one of several which 
are under consideration. 

In addition, Trans-Continental has applied 
to the FPC for authority to convert and use 
the lines for natural gas transportation if the 
War Assets Corporation will sell, or, if it is 
unable to buy them, to construct two Texas- 
to-New Jersey lines at a cost totaling $160,- 


The first of these proposed alternative lines, 
the FPC said, would cost $80,000,000 and ap- 
proximate the route of the Big Inch line, a 
1,340-mile line extending from Longview to 
Linden, New Jersey. 

The second proposed alternative line, the 
FPC said, would also be a 26-inch pipe which 
would “loop the original line” and cost $80,- 
000,000. The company, FPC said, spoke of 
constructing it “later as the market develops 
in the eastern area.” 

The FPC said Trans-Continental’s applica- 
tion stated the gas it proposes to move east 
would be obtained from reserves in Harleton, 
Panola, Jefferson, and south and southwest 
Texas oil fields. 

The company was said to have options for 
the purchase of 200,000 cubic feet of natural 
gas daily and was negotiating for options on 
the purchase of additional gas sufficient to 
supply the maximum capacity of the line for 
thirty years. 


FPC to Investigate Atomic 
Power 


gee ge Franck R. Havenner, Demo- 
crat of California, introduced in the 
House on March 18th, House Joint Resolution 
No. 326, described in the Congressional Record 
as a “joint resolution directing the Federal 
Power Commission to inquire into and report 
to the Congress on various matters with re- 
spect to atomic energy for nonmilitary use and 


purposes of peace.” 


SEC Actions 


Ix a supplemental order the Securities and 
Exchange Commission on March 19th ap- 
proved the Crescent Public Service Company’s 
proposal to sell al! the outstanding securities 
of the Empire Southern Service Company to 
the Empire Southern Gas Company for $410,- 
000 plus closing adjustments. 

It also released jurisdiction over the trans- 
action and denied the intervention petition of 
Don R. Zachry, who claimed competitive con- 
ditions had not been maintained with respect 
to the proposed sale. 

With the acquisition, Empire Service will 
be merged into Empire Gas. 

To facilitate its dissolution program, the 
National Power & Light Company filed an 
amended plan which provides for capital ad- 
justment of the Memphis Generating Com- 
pany and the subsequent distribution by Na- 
tional of its interests in Memphis to its com- 
mon ‘stockholders. National proposes also to 
acquire from Memphis all common stock of 
the Memphis Street Railway Company now 
held by Memphis and to distribute these shares 
to its own stockholders. 

The Buffalo Niagara Electric Corporation, 
a statutory subsidiary of the Niagara Hudson 
Power Company, asked the SEC for authority 
to merge into it the Hydraulic Race Company 
and the Lower Niagara River Power & Water 
Company. 

Elimination of these subsidiaries, it stated, 
will simplify the corporate structure of the 
holding company systems of Buffalo Niagara 
and Niagara Hudson. 

The commission ordered a hearing held on 
April 9th in connection with two plans filed 
by the American Water Works Electric 
Company, Inc., to complete compliance with 
provisions of the Holding Company Act. 


Alabama 


Vote Streetcar Strike 


IRMINGHAM’S streetcar motormen, conduc- 
tors, and bus operators voted last month, 
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767 to 28, in favor of a strike. Meanwhile, ef- 
forts went forward on several fronts to avert 
a tie-up of the city’s public transportation sys- 
tem in a dispute over a new wage agreement. 
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William M. ers, president of the Bir- 
mingham Elect vompany, said the compan: 
had proposed to raise the present scale of & 
cents an hour and 3 cents bonus to a straight 
95 cents with continuation of the 3-cent bonus. 

This, the company said, would be equivalent 
to a 35.2 per cent raise over the scale in 1941. 

Mr. Rogers said the company has had a 


contract with the Amalgamated Association 
of Street, Electric Railway, and Motor Coach 
Employees (AFL) for more than thirty years, 
and that negotiations have always been con- 
ducted in a _— of good will and mutual 
confidence, and expressed the belief the pres- 
ent differences can be settled in the same 
manner. 


Arkansas 


To Install Natural Gas System 


A FRANCHISE for a natural gas distribution 
system in Harrison has been granted to 
the Arkansas Western Gas Company, with 
headquarters at Fayetteville, it was announced 
recently. 

Mayor E. T. Parker had been negotiating 
with the company for some time to obtain 
natural gas for Harrison. 

L. L. Baxter, company president, told the 
city council : “Our company is proceeding with 
plans to bring natural gas to this section as 
soon as possible, but it should not be antici- 

ated that the job can be done immediately. 

he critical shortage of pipe-line equipment 
and other materials makes it impossible to 
predict any certain completion date.” 


Application under Advisement 


PPLICATION of the Arkansas-Missouri 
Power Corporation of Blytheville for au- 
thority to serve an area adjacent to Leach- 
ville, Mississippi county, previously allocated 


to the Mississippi County Electric Codpera- 
tive Corporation, was taken under advisement 
by the state public service commission follow- 
ing a hearing last month. The applicant was 
seeking permission to construct 7 miles of lines 
to serve 27 customers at an estimated con- 
struction cost of $7,700 

The protesting codperative testified it had 
nearly completed construction of similar lines 
in that area. 


Municipal Plant Buys Power 


) a aege delivery of additional equipment 
for the Bentonville municipal light and 
power plant cannot be assured for many 
months, the city council has made an emergency 
— with the Southwest Gas & Electric 
mpany of Shreveport to furnish electricity 
fo ve years for distribution over city lines. 
Current will be delivered to the plant at a 
wholesale rate, depending on the amount used. 
Bentonville has owned and operated its 
plant many years, and it will be kept in readi- 
ness for any emergency. 


California 


City Orders Dim-out 


Ame of street lights was ordered last 
month by Utilities Manager James H 
Turner to conserve the existing supply of 
lamps. 

Turner said strike conditions prevailing 
since January 2nd in both the General Electric 
Company and Westinghouse Electric Corpora- 
tion plants had caused a serious shortage in 
lam for replacements. 


“amount to 5,600 lamps per month. There is 


‘Our present requirements,” he said, 


less than one week’s supply available, with 
no promise of future delivery.” 

Turner ordered the following curtailment: 

Reduce lamp voltage 3 per cent, which will 
produce 90 per cent of the light but will length- 
en the lamp life 154 per cent. 

All lights will be dimmed further after 
midnight. 

Stop replacing burned out lamps except at 
intersections. 

Turn lights off one hour earlier every morn- 
ing; this will add an additional 10 per cent 
to the life of the lamps. 


Georgia 
Plans to Abolish Fare Contract 


Crees between officials of the Georgia 
Power Company and the Decatur city 
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council have resulted in the council authoriz- 

ing the company to confer with Decatur City 
Manager Frank Newman, or a committee of 
council, to work out a proposal whereby the 
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old 5-cent car fare contract can be abolished 
and better streetcar service be inaugurated. 
Scott Candler, DeKalb commissioner, at a 
meeting of the council declared Decatur’s 
transportation system today is of the 1903 
vintage, the year when the 5-cent fare contract 
went into effect. He expressed the opinion the 
present transportation facilities were handi- 


capping the growth of Decatur, and urged the 
council to do something to improve conditions. 

Members of the council suggested that if 
they abolish the old 5-cent fare system, then 
the company should pay into Decatur’s line’s 
gross receipts, just as it does in Atlanta, and 
that it also pay Decatur on an annual basis 
for the wear and tear on the streets. 


Illinois 


Court Sets Sale Procedure 


| peewee Judge Michael L. Igoe last month 
authorized the procedure under which 
most of the 40,000 investors in the Chicago 
Surface Lines and Chicago Rapid Transit 
Company will vote to accept or reject the pur- 
chase offer of the Chicago Metropolitan 
Transit Authority for their properties. 

The plan provided for mailing by March 
31st by the trustees of each system of ballots 
and explanatory material. The voters must 
return their ballots to trustees on or before 
May Ist. On May 15th trustees will report to 
the court on the results. 

Two-thirds of the investment in each parti- 
cipating group must be favorable to accept- 
ance and nonvoting creditors will be counted 
as opposing the sale. 

Judge Igoe subsequently declared an increase 
in surface lines’ fares was imperative if wage 
increases are to be granted to 12,000 employees, 
in approving an arbitration agreement be- 
tween the surface lines’ board of management 
and the union. 

The agreement, which is binding on_both 
the company and the union, came after officials 
of the surface lines and Division 241 of the 
Amalgamated Association of Street, Electric 
Railway, and Motor Coach Employees (AFL) 
were unable to settle union demands for a 21- 
cent hourly wage boost. 

Company attorneys informed the court that 
net income after operating expenses for the 
fiscal year ending January 31, 1946, was $,- 
000,000, and that union demands would increase 
the company’s annual labor costs by $8,500,- 


Declaring that it was “highly important” 
that all parties concerned participate in de- 
vising plans for obtaining additional revenue, 
Judge Igoe directed that Mayor Kelly, Gov- 


ernor Green, trustees of the lines, and bond- 
holders’ committees submit suggestions to the 
court within fifteen days. 

“If it be political or not,” Judge Igoe said, 
“in plain language somebody must ask for an 
increase of fares in order to increase the 
revenue-producing factors of the property.” 


Ruling Given on Appeal 


Asa. ruling in favor of a 12-cent fare 
on Chicago elevated lines was issued on 
March 20th by the Illinios Supreme Court, 
but William H. Sexton, city traction attorney, 
said he would confer with the office of Attorney 
General Barrett to “take whatever legal steps 
can be taken” to keep the present 10-cent fare 
in effect. 

The higher court’s opinion was in line with 
a ruling last May in a mandamus case, diffi- 
cult to appeal, brought by the elevated lines 
in an effort to force Judge Philip J. Finnegan 
of the circuit court to order the state com- 
merce commission to increase the fare at once. 

“The language of our (previous) opinion 
does not contemplate a retrial on any issue 
nor the taking of any further evidence but 
merely the entry of a decree,” the supreme 
court said. 

Started in 1941, the 12-cent fare case was 
based on the contention that the elevated lines 
were unable to meet operating expenses. When 
state, city, and OPA attorneys argued that 
wartime revenues have changed the situation, 
Judge Finnegan referred the case to a master 
in chancery for new evidence concerning in- 
come and expenses. 

While attorneys took time to study the rul- 
ing, the trustees of the elevated lines issued 
a statement pointing out that operating costs 
will be greatly increased if its employees win 
a wage boost, a matter now being negotiated. 


Indiana 


Utility Reduces Rates 


HE Northern Indiana Public Service Com- 
pany on March 15th announced a new 
schedule of rates, effective May Ist, which 
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will save electric power and natural gas users 
approximately $550,000 annually. 

The announcement was made through Sam 
Busby, secretary of the state public service 
commission. 
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Under the rate plans, consumers in the area 
served by the Northern Indiana Company will 
save annually approximately $339,000 on elec- 
tric power each year. The savings will be on 
commercial, residential, and block power rates. 

In addition, the company has advanced a 
proposal for new contracts on street lighting, 
also approved by the commission, in which 
cities in the area will save $96,500 in their 
annual light bills. 

The company also has instituted decreases 
in natural gas charges amounting to $125,781 
yearly in the Ft. Wayne division. The cuts in 
rates resulted from a lower schedule of 
charges for wholesale gas from the Panhandle 
Eastern Pipe Line Company, which supplies 
the gas to the Northern Indiana utility. 


Mr. Busby said that, with the current re- 
ductions, rates of the Northern Indiana Com- 
pany have been lowered $654,330 since Janu- 
ary Ist. Previously, residential and commer- 
cial rates in Laporte and Michigan City had 
been cut $92,739 annually. 

This reduction was said to be the latest in 
a series of utility rate slashes resulting from 
the repeal of the Federal excess profits tax 
January Ist. Other companies which have cut 
rates include the Indianapolis Power & Light 
Company, $750,000; Public Service Com 
of Indiana, $1,100,000; and the Indiana 
ice Company of Ft. Wayne, $175,000. 

In addition, the Southeastern Indiana 
Power Company lowered its rates $30,000 
effective February Ist. 


> 
Kentucky 


Transit Service Normal 


PERATIONS of the Louisville Railway Com- 

pany, crippled since March 8th by a strike 
called by the CIO Transport Workers Union, 
were back to normal on March 14th following 
an agreement to settle the walkout. 

A meeting of company officials and union 
representatives was called to settle final de- 
tails of an election to determine which of the 
two unions is favored as a bargaining agent. 


Commission Choices Confirmed 


HE state senate last month unanimously 
confirmed on a voice vote Governor Sim- 


- 
Nebraska 


Interveners’ Petitions Denied 


HE Federal Power Commission recently 
announced its order denying petitions for 
rehearing filed by interveners in the proceed- 
ings of Nebraska Power Company’s applica- 
tion for permission to issue $7,000,000 of secu- 
rities. The original application was dismissed 


eon Willis’ appointment of two Republicans 
and a Democrat to the state public service com- 
mission after a stormy session of the senate 
rules committee. 

The appointees are Senator Cass R. Walden, 
Edmonton Republican, for a 4-year term; 
Charles M. Whittle, Brownsville Republican, 
for a 3-year term; and Jesse K. Lewis, Gray- 
son Democrat, for a 2-year term. 

Because of Lewis’ long association with 
former attorney general Hubert Meredith, 
many senate Democrats opposed confirming 
his appointment to the $5,000-a-year state com- 
mission post, it was reported. Meredith bolted 
party lines to support Republican candidates 
in the 1944 campaign. 


! 
‘ 


for lack of jurisdiction by FPC’s order of 
January 24, 1946 

In the present order the commission also 
denied Nebraska Power Company’s motion for 
findings that the interveners are not aggrieved. 
On March 11th the commission, sitting en banc, 
heard oral argument on the petitions for re- 
hearing and motion. 


Ohio 


Can Tax Transit Systems 


AX Ohio city-owned utilities except transit 
systems are exempt from real and per- 
sonal property taxes, State Tax Commissioner 
C. Emory Glander ruled on March 19th. 

The ruling is based, he said, on a section of 
late 19th century Ohio law that exempts 
“works, machinery, pipe lines, and fixtures 
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belonging to a city or village and used exclu- 
sively for conveying water to it or for heating 
and lighting it.” 

An Ohio Supreme Court decision last June 
6th held the Cleveland Street Railway taxable 
but, in that case, Glander declared, the court 
failed to consider the 19th century Ohio 
state statute. 

“Hence the law’s continuing validity is to be 
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presumed,” he said. “Until it is judicially de- 
termined that the statute is invalid, it is the 
duty of the tax commissioner to observe its 
provisions.” 


The supreme court transit decision last year 
touched off considerable speculation on whether 
county auditors could place any publicly 
owned utility on the tax duplicate. 


Oregon 


Court Sets Hearing 


upcE J. A. Fee of the Federal District Court 

recently set a hearing for April 16th on 

the possible sale of Portland Electric Power 
Company’s assets. 

At a hearing on March I1lth Judge Fee 
refused to consider any offers to buy either the 
company’s interurban lines or the Portland 
Traction Company subsidiary, which operates 
in Portland. He ruled that any new offers 
or modifications of present offers must be filed 
with the court by April 7th. 

Two offers already had been made for the 
subsidiaries, one by Manning Transportation 
Corporation, made up of officials of Pacific 


City Lines, Oakland, California. This offer 
amounted to $7,100,000 and provided that the 
corporation assume all taxes. A previous offer 
of Portland Transit Company, made up of 
San Francisco individuals, called for payment 
of $7,500,000, but contained clauses which 
would indemnify the company for taxes. 

Judge Fee had stated that the court “never 
will pass on any tax contingencies. People who 
buy will have to take care of that.”” Meanwhile 
he set March 27th for a hearing on any ex- 
ceptions to the recommendation early last 
month by Estes Snedecor, special master of the 
court, that the second alternative amended plan 
for reorganization of Portland Electric Power 
be accepted by the court. 


Pennsylvania 


To Purchase Utility Assets 


HE Pennsylvania Electric Company, 

Johnstown, has filed with the Federal 
Power Commission an application for authori- 
zation to acquire all the utility assets and facil- 
ities and assume certain liabilities of the 
Pennsylvania Edison Company, Altoona, for 
a cash consideration of $42,451,400. 

The financing of the acquisition will be 
through issuance and sale by Pennsylvania 
Electric of $23,500,000 first mortgage bonds, 
101,000 shares of cumulative preferred stock, 
$5,000,000 of 10-year serial notes, 68,843 shares 


of $20 par value common stock, and the re- 
mainder from cash on hand. 

Pennsylvania Electric (Penelec) and Penn- 
sylvania Edison (Pened), subsidiaries of 
Associated Electric Company, operate in con- 
tiguous territories and the electric systems 
of the two companies are interconnected and 
integrated. The completion of the transaction, 
the application stated, will simplify the cor- 
porate structures of Pened and Penelec, will 
eliminate unnecessary corporate expense and 
duplication of records, and will improve the 
ability to render adequate and economical pub- 
lic service to areas and customers of Pened. 


Texas 


West Texas Gets Lower Rates 


| Spaced Worth electric users will save approxi- 
mately $635,000 yearly in their bills as 
a result of a reduction in rates for this city 
announced last month by the Texas Electric 
Service Company. All of the west Texas area 
served by the utility will share in the lower 
cost, said J. B. Thomas, company president. 

The greatest reduction will go to residential 
consumers and to small and medium users 
of electricity in commercial and industrial 
establishments. 

The total annual saving to all its customers 
was estimated by the company at $1,142,000. 

It results, said Thomas, from an increased 


load saving resulting from technical develop- 
ment in the production and transmission of 
electricity, operating efficiencies, the benefits 
from refinancing, and benefits from the pur- 
chase of incidental power from government 
hydroelectric projects. 


Company Changes Name 


HE name of the Houston Electric Company 

has been changed, effective March 15th, 

to the Houston Transit Company, it was an- 
nounced recently by Carl Frazer, president. 

The change is merely one of terminology, 

to clarify the name of the company, since it 

now operates an all-bus system in Houston, 
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and operates no electric equipment, such as 
streetcars, Mr. Frazer pointed out. 

There will be no change in the officers or in 
the operation of the company in any way, he 
added. 

The Houston Electric Company has operated 


the city’s transportation system, under the 
name, since 1901. The first bus, to augment 
streetcar service, was put in operation on 
April 1, 1924. The last streetcar was operated 
> Bigs Houston Electric Company on June 8, 


Virginia 


Test Case Set on Taxes 


ATTLE lines were drawn on March 22nd 

for the court fight over Virginia’s sys- 
tem of assessing and taxing public service cor- 
porations. 

The state corporation commission entered a 
formal order permitting Virginia Electric & 
Power Company to become a party to pro- 
ceedings brought by the city of Richmond to 
test the “40 per cent system.” Under this plan 


of taxation, both real estate and personal prop- 
erty of public service corporations are assessed 
at approximately 40 per cent of its value. 

The city contends in its suit for review of 
this assessment that Richmond should be per- 
mitted to assess public service corporation 
property on the same basis used for assessing 
other property in the city. 

The test case is set for argument before the 
—_ corporation commission beginning April 

ith. 


Washington 


Wire Burying “Out” 


OUNCILMAN Alfred R. Rochester said 

recently that any well-meaning citizen 
who suggests that Seattle could be improved 
in appearance if all power and telephone lines 
were taken from poles and put underground 
should be prepared to tell how to finance the 
estimated cost of more than $400,000,000. 

The councilman based his $400, 000,000 figure 
on data supplied by the Seattle City Light 
Department, Puget Sound Power & Light 
Company, and the Pacific Telephone & Tele- 
graph Company. 

Superintendent E. R. Hoffman of City Light 
told Rochester that his department had esti- 
mated it would cost at least $200,000,000 to 
put its overhead wires under the ground. 

Hoffman said City Light has more than 


7,000 miles of wires in its overhead primary 
and secondary systems; more than 834 miles 
in the overhead street-lighting system; 530 
miles on its 26,000-volt system; and more than 
85 miles of telephone lines above the ground. 

He said a considerable increase in rates 
would be necessary “to pay off the investments 
incurred and to take care of the increased 
maintenance and depreciation.” 

Frank McLaughlin, president of Puget 
Sound Power & Light, Company, estimated 
it would cost upwards of $100,000,000 to put 
its facilities underground. He said the com- 
pany has 1,040 miles of pole lines; 5,215 miles 
of overhead wire; 46,165 poles; and 178 miles 
of underground cable. 

Frank Cleary, telephone company official, 
informed Rochester that his yy would 
have to spend not less than $40,000, 


Wisconsin 


Use of REA’s Funds Opposed 


) Bag meg! of the proposed use of funds of 
the Rural Electrification Administration 
by the new Badger Electric Codperative of 
Amery, Wisconsin, for the purchase of the 
Wisconsin Hydro Electric Company, a private 
utility, was questioned recently by G. H. Bell, 
Madison attorney. 

Mr. Bell raised the point at a hearing con- 
ducted by the state public service commission 
on the proposed purchase of the utility com- 

pany by the codperative for $3,649,000. He 
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pointed out that the codperative planned to 
serve customers other than its mem 

“This is probably the most important case 
of this kind ever to come before the commis- 
sion,” Mr. Bell said. “It raises the question 
of legality of obtaining these funds from the 
Federal government.” 

Mr. Bell proposed that Wisconsin join other 
interested parties in appealing to the United 
States Attorney General to seek an injunction 
in Federal court against loan of REA funds 
to purchase the electric property of a private 
company. 
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Utility Rulings 


Original Cost Governs Accounting for 
Property Acquired by Lessee 


Tk California commission author- 
ized the Pacific Gas and Electric 
Company to purchase from a lumber 
company certain electric properties, ter- 
minating an obligation of the utility com- 
pany to supply power to the lumber com- 
pany except as an ordinary public utility 
undertaking. Accounting for the prop- 
erty acquired was limited to original cost 
instead of present acquisition cost. 

By a prior agreement the lumber com- 
pany had conveyed lands and stream 
rights to the utility in exchange for a per- 
manent power supply from generating 
plants constructed by the utility and 
deeded to the lumber company. These 
plants had been operated by the utility 
since 1922 as lessee. 

There was testimony that the utility 


would be justified in paying at least $2,- 
000,000 for release of its obligation to 
supply power without charge. It asked 
the commission to accept its proposed as- 
signment of $1,730,168 as an appropri- 
ate entry upon its books to record the 
acquisition cost. This the commission re- 
fused to do. It limited the amount to esti- 
mated original cost totaling $1,439,168. 
The company was permitted to charge 
to operations, over a period of three 
years, the difference representing the 
cost of obtaining the cancellation of its 
obligation to deliver power without 
charge. This was because of the benefits 
accruing in the future by reason of such 
discharge. Re Red River Lumber Co. et 
al. (Decision No. 38421, Application No. 
26910). 


7 


Therm Basis for Gas Rates Takes Care 
Of Change in Heat Units 


edhe application of a multiplier to 
volumetric use of gas is an indirect 
method of adjusting for a change in the 
number of heat units delivered. This 
method, says the New Jersey board, may 
be confusing to some customers. The 
same purposes can be accomplished with- 
out affecting charges to customers by re- 
stating rates for service on a heat-unit 
basis, commonly referred to as the therm 
basis. 

The occasion for the expression of this 
view arose from the filing of a petition 
by Salem Gas Company for permission 
to change its method of billing by apply- 
ing 4 multiple of 1.4 to the consumption 
indicated by customers’ meters. The com- 
pany had effected a changeover from its 
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manufactured gas, having a heating value 
of about 530 Bru per cubic foot, to pro- 
pane-air gas having a heating value of 
742 stu per cubic foot. This was a 40 per 
cent increase in heat units. The company 
had adjusted customer appliances and 
had applied the 1.4 multiple to bills with- 
out filing new rate schedules. 

Failure to obtain prior approval from 
the board was attributed to a misunder- 
standing as to the necessity of such ac- 
tion, since the use of the multiplier was 
merely intended to compensate for the 
increased heat units delivered and was 
not intended to increase revenues or bills 
to customers. The board took the posi- 
tion that changes in a heating-value 
standard and accompanying changes in 
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billing practice are changes or alterations 
of existing classifications. 
A restatement of rates for service on 
a therm basis was ordered. Decrease or 
increase of the Bru content, said the 
board, is followed by increased or de- 
creased consumption of gas in propor- 
tion to the change in heating value. To 
illustrate, the board said: 
. where service is sold on a volumetric 
basis, as in Salem, when a cubic foot of 


manufactured gas goes through the cus- 
tomer’s meter some 530 sru are delivered. 


3 


However, when a cubic foot of propane-air 
gas goes through the meter some 742 Bru 
are delivered, or 40 per cent more heat units 
than contained in the manufactured gas. As 
long as appliances are suitably adjusted a 
customer need: only use 1.0 cubic feet of 742 
BTU propane-air gas to obtain the same serv- 
ice as with 1.4 cubic feet of 530 stu manu- 
factured gas. It would appear, therefore, 
that the change in billing practice has been 
calculated to result in a charge for a given 
number of heat units that will be the same 
for propane-air gas as manufactured gas. 


Re Salem Gas Co. 


Higher Telephone Rates Must Await 
Completion of Conversion Program 


N application by the Lexington Tele- 
phone Company for authority to 
acquire certain real estate, erect a build- 
ing thereon, and acquire and install cen- 
tral office equipment and other facilities 
necessary to convert from a manual sys- 
tem to a rotary dial automatic system was 
granted by the Kentucky commission. 
he commission, however, denied au- 
thority to increase rates. 

Estimates of costs and operating reve- 
nues and expenses following conversion 
were submitted. 

The public service commission was of 
the opinion that a rate schedule could be 


considered more intelligently after ac- 
tual costs of conversion are known and 
when estimates of revenues and ex- 
penses can be based upon conditions then 
prevailing. 

The law, said the commission, requires 
the fixing of reasonable rates. In reply 
to a contention that the company would 
be enabled to obtain moneys necessary at 
a better advantage if higher rates were 
authorized, the commission said that 
prospective creditors might reasonably 
assume that the commission would in- 
crease rates at the proper time. Re Lex- 
ington Telephone Co. (Case No. 1298). 


ze 


Injunction Order against Union Interference 
With Service Reversed 


HE appellate division of the New 

York Supreme Court has reversed 
the action of a lower court granting an 
injunction against union interference 
with the installation of gas and electric 
service in a real estate subdivision. The 
lower court had acted on the theory that, 
since the home owner seeking service and 
the public utility company were not par- 
ties to the labor dispute, the New York 
Labor Injunction Statute, § 876-a of the 
New York Civil Practice Act, did not 


apply. 
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This controversy first came before the 
New York commission in a proceeding 
by a home owner in a real estate sub- 
division who complained that union 
pickets seeking to organize employees of 
builders were interfering with his ob- 
taining service. The commission dis- 
missed the proceeding in 62 PUR(NS) 
1. The union, in the lower court pro- 
ceeding, had disclaimed any intention of 
picketing the home owner. It insisted 
that its quarrel was only with the de- 
veloper and its only purpose was to picket 


APR. 11, 1946 





PUBLIC UTILITIES FORTNIGHTLY 


peacefully and with a limited number of 
pickets the entrance to the tract. The 
lower court, in restraining interference 
with utility installations, made the fol- 
lowing statement : 


Inviolable as is the right of free speech, 
the basis of the right to picket, it has its 
limits, and in this case, in my opinion, the 
results of its exercise are unduly severe to 

ersons not concerned in the discussion. The 

upreme Court of the United States in 
Bakery & Pastry Drivers & Helpers v. Wohl 
(1942) 315 US 769 declared (page 775) : “A 
state is not required to tolerate in all places 
and all circumstances even peaceful picket- 
ing by an individual.” By interfering with 


the right of the plaintiff to the performance 
of a statutory duty owed him by the de- 
fendant, the council is, in the language of 
that court, embarrassing the state in its task 
of governance; the means which have been 
adopted to make its grievances known to the 
public have created oppressive and unlawful 
repercussions upon the interests of the plain- 
tiff, a stranger to the issue. 


The appellate court did not go into the 
merits of the case, but in a memorandum 
opinion stated that the case grew out of 
a labor dispute and § 876-a had not been 
complied with. Schivera v. Long Island 
Lighting Co. et al. 


e 


Toll Division Contract Upheld 


N assuming jurisdiction of a dispute 

between a local telephone company 
and an interstate telephone system over 
the division of toll charges, the Missouri 
--mmission declared that no agreement 
to submit to arbitration was needed to 
confer jurisdiction on it. A threat of 
discontinuance of toll service made the 
interest of the telephone-using public 
paramount to the private interests of the 
companies. 

In its examination of evidence pre- 
sented by the local company to illustrate 
the unfairness of the proposed toll divi- 
sion contract, the commission discovered 


that the return claimed to be realized by 
the local company from its local ex- 
change system was greatly out of pro- 
portion to the return of other local com- 
panies similarly situated, and then ob- 
served that the local rates of the com- 
pany should probably be lowered. Evi- 
dence showing that the return of the in- 
terstate system from its toll property 
within the state was not disproportionate 
to the valuation of such property was 
given great weight in deciding that the 
division of tolls under the agreement was 
not unreasonable. Re Southwestern Bell 
Teleph. Co. (Case No. 10,076). 


e 


Commercial Consumer Denied Right to 


Contest Refund 


COMMERCIAL consumer of the Ala- 
bama Power Company was unsuc- 
cessful in an attempt to overthrow an or- 
der of the Alabama commission direct- 
ing the credit or refund of excess earn- 
ings to electric residential and municipal 
street-lighting consumers. The state su- 
preme court held that the complainant 
had not shown that he was an interested 
party. He had failed to show that any 
substantial right would be affected by the 
order. 
The commission, after finding that 


to Other Classes 


revenues for 1944 were excessive by ap- 
proximately $600,000, had ordered a 
credit or refund equivalent to 100 per 
cent of the December, 1944, bills of con- 
sumers in the classes mentioned. The or- 
der made reference to the fact that larger 
reductions in retail rates previously ef- 
fected had been applicable to service 
other than residential electric and mu- 
nicipal street lighting. The court said: 
These recitals, therefore, clearly demon- 


strate that in making the order of Decem- 
ber 29th the commission considered all clas- 
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sifications and reached the definite conclu- 
sion that it would be equitable and just to 
make the refund apply to the residential and 
municipal street-lighting consumers. 


The amount of the reduction was 
shown to come within the influence of 
the Federal income and excess profits 
taxes. The Secretary of the Treasury, 
the court noted, had issued a statement 
to the effect that the Treasury offered no 
objection to orders reducing rates be- 
cause of the fact that this might result 
in the collection of excess profits taxes by 
the government. 

But whatever might be the attitude of 
the Treasury Department, the court said, 
it was clear that the complainant did not 


seek to speak for the Federal government 
in the matter of excess profits taxes. If 
he should succeed in his action, the com- 
pany must proceed to collect from 194,- 
000 residential consumers and the mu- 
nicipalities involved the amount of the 
refund, which doubtless would ultimately 
result, if and when collected, in being to 
a large extent absorbed by excess profits 
tax. The complainant would get no bet- 
ter service. He would get no lower rate. 
His legal rights would in no manner be 
affected. The benefit to residential con- 
sumers, the court said, works no injury 
to him. M. W. Smith Lumber Co. v. Ala- 
bama Public Service Commission et al. 
24 So2d 409. 
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Accounting for Equipment and Operative 
Rights Purchased 


HE California commission, in au- 
thorizing a corporation to acquire 
a stage business, ruled that the purchaser 
should charge to its intangible property 
account not more than the part of the 
purchase price allocated to equipment. 
The present owner of certificates of pub- 
lic convenience and necessity had paid to 
the commission $100 as filing fees. This 
the commission permitted to be charged 
to intangible capital. An additional $100 
paid for the certificates and an amount 
paid for good will were required to be 
charged as a deferred debit to be written 
off by a charge to income. 
The purchasing corporation was au- 
thorized to issue nonvoting preferred 
stock, as the transaction was a step in 
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bringing better transportation to the com- 
munity and the proposed financing ar- 
rangements had been worked out by men 
who were willing to put their money into” 
the enterprise under the conditions 
stated. 

Ordinarily, said the commission, it 
did not look with favor on the issue of 
nonvoting preferred stock. 

It provided in its order, however, that, 
upon disposition of such stock by the ini- 
tial shareholders, the articles of incorpo- 
ration should be amended to give hold- 
ers of preferred shares the same voting 
rights per share as are enjoyed by hold- 
ers of common shares. Re Butler et al. 
(Decision No. 38464, Application No. 
27077). 


Lease of Certificate to Subsidiary Operating 
Company Disapproved 


PPROVAL of a renewal of a lease of a 
certificate by a holding company to 

its subsidiary operating company was de- 
nied by the New York commission, which 
believed that the grant of authority and 
the operating property should be owned 
by one corporation. It was observed that 


525 


the trend for several years has been in 
the direction of corporate simplification 
and that such trend has been reflected in 
both state and national legislation. 

The record showed that the leased cer- 
tificate under which the subsidiary was 
operating had expired and that no appli- 
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cation for approval of the lease had been 
submitted to the commission until some 
two years after expiration. This situa- 
tion had been allowed to continue in the 
expectation that the companies them- 
selves would eliminate the unnecessary 
corporate complication and that the end 
of the last lease would terminate the 
present arrangement. This expectation 
had not been realized. 

The renewal would continue this pe- 
culiar arrangement for another five 
years, with the payment of an annual 
rental by the subsidiary to the parent 
company. For this rental the subsidiary 
would obtain nothing but a right to op- 
erate. 

No tangible property was involved 
and there was apparently nothing else 
which the operating company would re- 
ceive in return. Concerning this, the com- 
mission said : 


If one were to capitalize an annual rental 
of $100 at 5 per cent, it would appear that 
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by allowing this situation to continue the 
commission would virtually be recognizing 
that a certificate issued by the state without 
exacting any payment therefor may be used 
to impose a burden on the public and indi- 
rectly to evade the provision of statute 
which prohibits the capitalization of a fran- 
chise or a right to operate in excess of the 
amount actually paid to the state or to any 
political subdivision thereof as consideration 
for the grantin, ad sus right (§ 62 of the 
Public Service Technically, it might 
be claimed that this { 2: not a capitalization of 
a right but if a right is leased and a payment 
is permitted in excess of a fair return on 
the amount prescribed by statute as the limit- 
ing amount to be recognized, the whole pur- 
pose of § 62 of the Public Service Law is 
evaded. 


The commission, in denying the peti- 
tion, advised the companies that they 
were operating illegally and that it would 
proceed to take legal action unless prompt 
elimination of the present condition was 
effectuated. Re Smith (Case 6851); Re 
Blue Mountain-Fulton Chain Bus Lines, 
Inc. (Case 4453). 


Other Important Rulings 


Bote California commission denied 
an application to issue debentures 
for refunding purposes where the testi- 
mony was not convincing that there was 
sufficient negotiation carried on in the 
offer of sale, although one commissioner 
dissented on the ground that refunding 
would result in a substantial reduction 
in annual interest charges, that a witness 
had expressed the opinion that the sale 
under the plan proposed would be dis- 
tinctly to the company’s benefit and no 
higher price resulting in greater net pro- 
ceeds could be obtained, and that his 
testimony stood unchallenged. Re Pa- 
cific i ae & Telegraph Co. (De- 
cision 38259, Application No. 
26968). 


The California commission author- 
ized the Pacific Gas and Electric Com- 
pany to issue and sell bonds at a price to 


Nore.—The cases above referred to, where decided 
will be published in full or abstracted in 
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be fixed by supplemental order following 
competitive bidding, although a dissent- 
ing commissioner objected that the com- 
mission had referred to no facts com- 
pelling it to the conclusion that the sale 
should be at competitive bidding. He 
thought the commission should either 
state why competitive bidding was 
deemed to be prerequisite or should an- 
nounce an intention to adopt a competi- 
tive bidding rule applicable to all. Re Pa- 
cific Gas & Electric Co. (Decision No. 
38274, Application No. 26985). 


The court of criminal appeals of Texas 
held that one who drives a motor vehicle 
for himself or another for the purpose 
of delivering that vehicle to some other 
place is not a motor carrier within the 
meaning of the Motor Carrier Act re- 

iring display of identification plates. 
Shires. State, 191 SW2d 475. 
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RE GENERAL ORDER NO. 38-A 


MISSOURI PUBLIC SERVICE COMMISSION 


Re General Order No. 38-A 


Case No. 10723 
December 28, 1945 


H EARING on objections to general order relating to credtt- 

ing income to depreciation reserve fund; General Order 

38-A canceled and new rules and regulations prescribed. For 
previous decision, see (1944) 55 PUR(NS) 227. 


Depreciation, § 41 — Reserve fund — Income credit. 
1. A proper credit attributable to the use of depreciation funds by utili- 
ties can fairly and equitably be applied for the benefit of customers when 
an undepreciated rate base is used, and such credit should take the form 
of a reduction of the utilities’ operating expenses, which may in turn re- 
duce the allowable return, p. 132. 


Accounting, § 10 — Income on depreciation funds. 
2. Public utilities required by the Commission to credit depreciation funds 
for the utilities’ use of such funds, as a reduction of operating expenses, 
need not currently record in their books of account as a reduction of their 
annual charges to operating income for depreciation, the income attributable 
to their use of the funds, p. 134. 


Depreciation, § 41 — Reserve funds — Statement as to income. 
3. Public utilities required to credit to depreciation funds the income there- 
on, should include in reports required by the Commission, schedules in such 
form as the Commission may prescribe showing the income from the in- 
vestment of moneys in depreciation funds, p. 134. 


Depreciation, § 41 — Income credit to reserve fund — Adjustment of reserve 
balance. 
4. Total depreciation reserve balances should be adjusted for depreciation 
funds provided by the utilities themselves and not by their customers, in 
ascertaining the principal amount of depreciation funds subject to an in- 
come credit for use of such funds by the utilities, p. 134. 


Depreciation, § 41 — Reserve funds — Income credit — Rights of utilities and 
customers. 


5. Public utilities, owning the property constructed from depreciation funds 
and charged with the responsibility to maintain and operate the property 
in the public interest (assuming all the risks associated with ownership, 
management, and operation), are entitled to compensation for assuming 
those responsibilities and risks, and should not be deprived of the full 
amount of the income from such property as interest on depreciation funds ; 
customers, however, are entitled to share in such income, at least to the 
extent of the value of the funds, just as any lender of funds is paid from 
the income of a corporation for the value of his funds, p. 135. 


[9] 129 62 PUR(NS) 
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Depreciation, § 5 — Powers of Commission — Income credit to fund. 
6. The fixing of the interest rate for depreciation funds used by public 
utilities is a function of tne Commission, and the Commission has authority 
to prescribe rules and regulations as to the amounts to be credited for the 
use of such funds, p. 136. 


Depreciation, § 41 — Reserve fund — Income credit — Interest rate. 

7. An appropriate interest rate for use in determining the income from 
the investment of moneys in depreciation funds, to be applied in the rate- 
making process in reduction of the utilities’ allowable return, was held to 
be 3 per cent per annum, in view of evidence as to the cost of borrowed 
money, degree of risk associated with such funds, the right of utilities to 
just compensation for managing and operating property and assuming the 
risks, and varying economic conditions when funds could not be invested 
in income-producing assets, p. 136. 


Valuation, § 36 — Rate base — Undepreciated original cost. 
Statement by Missouri Commission, in proceeding where income credits for 
use of depreciation funds are required, that it will be the policy of the 
Commission in the future, whenever possible and warranted by the facts, 
to fix a rate base based on undepreciated original cost of utility property 
used and useful in the public service, to which may be added materials 
and supplies and cash working capital, p. 133. 

Depreciation, § 1 — Definition. 
Depreciation defined as representing the consumption in service of utility 
property, which is a part of the cost of services rendered, p. 135. 

Depreciation, § 7 — Right to allowance — Rate proceeding. 
Discussion of the propriety of providing for depreciation, in addition to 
other costs of service, in fixing rates, p. 135. 


Depreciation, § 42 — Reserve funds — Use. 
Discussion of the principle that depreciation funds cannot be returned to 
investors of capital but must be retained so that when utility plant wears 
out funds shall be available to provide new facilities, depreciation funds 
being in the nature of trust funds maintained for and dedicated to the 
replacement of worn-out plant, p. 135. 


(Witson, Commissioner, dissents.) 
¥ 


By the Commission: On August stated in the general order that in our 


14, 1944, this Commission issued its 
General Order 38-A, 55 PUR(NS) 
227, Wilson Commissioner, dissent- 
ing. The general order was directed 
to the gas, electric, water, telegraph, 
telephone, and heating utilities under 
our jurisdiction and relates to depre- 
ciation and the accounting therefor by 
such utilities as prescribed by §§ 5656 
and 5680, Rev Stats Mo 1939. We 
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opinion the utilities are not fully com 
plying with the provisions of §§ 5656 
and 5680, in that the income from the 
investments of moneys in their depre- 
ciation reserve funds pertaining te 
property in Missouri is not being cred 
ited to and carried in such funds ; also 
that the utilities have their deprecia 
tion reserve funds invested in plant, 
securities, and other properties and arq 
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deriving income from such invest- 
ments. The general order required 
the utilities to file with this Commis- 
sion on or before October 2, 1944, (a) 
statements showing income derived 
from their depreciation reserve funds 
for the year ended July 31, 1944, (b) 
copies of balance sheets as of July 31, 
1944, and (c) statements showing in- 
come derived from all sources for the 
year ended July 31, 1944; and pro- 
vided that unless appropriate plead- 
ings showing cause to the contrary 
should be filed with this Commission 
on or before October 2, 1944, the util- 
ities not so pleading would be re- 
quired, on and after January 1, 1945, 
to credit their depreciation reserve 
funds pertaining to property in Mis- 
souri with the income derived from 
the investment of moneys in such 
funds, and to reduce their annual 
charges to operating income for de- 


preciation by the amount of such in- 


come. The general order further pro- 
vided that unless appropriate plead- 
ings showing cause to the contrary 
should be filed with this Commission 
on or before October 2, 1944, the util- 
ities would be required to set aside 
moneys and accrue same to their de- 
preciation funds at the same annual 
rates then being used for such accruals, 
either pursuant to orders of this Com- 
mission or by orders of their manage- 
ments, and to continue such rates for 
accruals unless and until cause should 
be shown why other and different 
rates should be used. Finally, the 
general order provided that if appro- 
priate pleading should be filed by any 
public utility, the issues raised thereby 


would be set down for hearing be- 
fore this Commission on proper 
notice. 

A copy of General Order 38—A was 
served on each utility in Missouri of 
the classification affected by the or- 
der. Almost without exception, such 
utilities filed pleadings within the al- 
lotted time which were designed to 
show cause why the terms and provi- 
sions of General Order 38-A should 
not be applied. Various objections 
and questions were raised in the plead- 
ings, both on legal and equitable 
grounds. Thereafter, conferences 
were held between representatives of 
certain of the utilities and this Com- 
mission and its staff, and a report 
was submitted to our staff by a com- 
mittee of accountants representing the 
utilities. Following this, the matters 
involved were consolidated into this 
Case No. 10,723 and set down for 
hearing at Jefferson City on December 
17, 1945, upon appropriate notice to 
all interested parties. Such hearing 
was duly held and at that time the 
cities of St. Louis and Kansas City 
were granted authority to intervene. 
All of the utilities which desired to be 
heard in the matter were represented 
by officials or by counsel. At the close 
of the hearing all utilities represented 
were advised by the Commission that 
unless they expressed disagreement 
with the evidence presented on behalf 
of the utilities it would be assumed 
that all adopted the evidence proffered 
at the hearing. Most of those present 
expressed their concurrence and none 
objected. For the reason that this is 
a matter of paramount importance, 





1This report, dated June 11, 1945, deals 
with methods for determining the amount of 
income from depreciation funds. It was sub- 
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mitted at the request of our staff as a result 
of conferences between our staff and the utili- 
ties’ accounting committee. 
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we deem it advisable to discuss the 
issues fully. 

As is indicated above, the issuance 
of General Order 38-A arose out of 
the provisions of §§ 5656 and 5680 
of our Public Utility Act which re- 
late to depreciation and depreciation 
accounting. The provisions of the 
two sections are identical except that 
5656 applies to gas, electric, and 
water utilities and 5680 to telegraph 
and telephone utilities; such provi- 
sions are made applicable to heating 
utilities by § 5684. Section 5656 is 
quoted below: 

“The Commission shall have power, 
after hearing, to require any or all 
gas corporations, electrical corpora- 
tions, and water corporations to carry 
a proper and adequate depreciation 
account in accordance with such rules, 
regulations, and forms of account as 
the Commission may prescribe. The 
Commission may, from time to time, 
ascertain and determine and by or- 
der fix the proper and adequate rates 
of depreciation of the several classes 
of property of such corporation, per- 
son, or public utility. Each gas cor- 
poration, electrical corporation, and 
water corporation shall conform its 
depreciation accounts to the rates so 
ascertained, determined, and fixed, and 
shall set aside the moneys so provided 
for out of earnings and carry the 
same in a depreciation fund and ex- 
pend such fund only for such purposes 
and under such rules and regulations, 
both as to original expenditure and 
subsequent replacement, as the Com- 
mission may prescribe. The income 


from the investments of moneys in 
such fund shall likewise be carried in 
such fund.” 

Pursuant to the authority granted 
by §§ 5656 and 5680, this Commis- 
sion, in the past, has fixed depreciation 
rates for most of the utilities under 
its jurisdiction; in some instances the 
utilities have provided for deprecia- 
tion based on rates fixed by their man- 
agements. Such rates have been de- 
signed to provide depreciation within 
the useful life of the utility property. 
The utilities have used the funds ac- 
cumulated by reason of their depre- 
ciation reserve provisions for such 
purposes as construction of additions, 
betterments, and extensions of prop- 
erty and plant, working capital, and 
investments in securities,* and admit 
that they are deriving income from 
such use of the funds. It is the income 
attributable to use by the ultilities of 
deprecation funds that we are here 
concerned with. For §§ 5656 and 
5680 provide that “the income from 
the investments of moneys in such 
fund (the depreciation fund) shall 
likewise be carried in such fund.” 

[1] Although the utilities strenu- 
ously deny the proposition that their 
customers have any interest, in law 
or in fact, in depreciation funds, or 
any other utility funds or property, 
their witnesses agree with the validity 
of the principle that when an unde- 
preciated rate base is used, a proper 
credit attributable to the use by the 
utilities of depreciation funds can 
fairly and equitably be applied for the 
benefit of the customer. We do not 





2 Since depreciation funds are not segre- 
gated from other in the accounting 
records of the utilities, it is not possible to 
trace the particular use of all of such funds. 
It can be determined, however, that such 
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funds, together with funds procured from 
other sources, have been used by the utilities 
for s purposes as those enumerated. 
8General Order 38-A provided that such 
income would be applied in reduction of an- 
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see how this principle can be con- 
sidered as other than fair and equita- 
ble. For depreciation is a component 
part of established rates for service 
and the funds to pay for depreciation 
are currently supplied to the utilities 
by their customers through their rates 
for service. And when such funds, 
pending their use for replacement of 
completely depreciated and retired 
plant, are used by the utilities for 
other purposes, the customers are equi- 
tably entitled, through their rates for 
service, to appropriate credit for such 
use, just as any investor is entitled to 
a return on funds supplied by him to 
a corporation for the corporation’s 
use.* Accordingly, we shall require 
that appropriate credit shall be given 
with respect to the utilities’ use of the 
depreciation funds, and that such cred- 
it shall take the form of a reduction 


of the utilities’ operating expenses, 
which may in turn reduce the allow- 
able return. 


It is obvious, however, that if the 
utilities’ allowable return is reduced by 
income on depreciation funds, the util- 
ity rate base upon which the allowable 
return is predicated, should be an un- 
depreciated rate base. This is true 
for the reason that to reduce the al- 
lowable return by deducting depre- 


ciation from the rate base and to also 
reduce it by income on the deprecia- 
tion funds would obviously constitute 
duplication. While, in the past this 
Commission has followed the rulings 
of the courts in fixing the rate base 
for the utilities, which required deduc- 
tion of depreciation from the rate base, 
and under which the interest or in- 
come methods of computing deprecia- 
tion provisions in determination of 
the allowable return could not equita- 
bly be applied, we interpret the recent 
decisions of the United States Su- 
preme Court in the Natural Gas Pipe 
Line Co. Case and the Hope Natural 
Gas Co. Case as no longer requiring 
adherence to the former rules.® 

This Commission for some time has 
been concerned with the long delays 
and cumbersome procedure inherent 
in the determination of costs of re- 
production of utility properties and the 
existing depreciation in utility prop- 
erties, and has been desirous of adopt- 
ing a rate-making formula which will 
be simple, expeditious, and effective. 
We are convinced that the so-called 
“original cost rate base,’”* appropriate- 
ly modified, adequately answers those 
requirements as to the utility rate base. 
Accordingly, it will be the policy of 
this Commission in the future, when- 





nual charges to operating income for depre- 
ciation. This would reduce the utilities’ al- 
lowable return, and the over-all cost of serv- 
ice to the utilities’ customers. 

*As was stated by Professor Herbert B. 
Dorau of Columbia University, a recognized 
authority in these matters, in his article en- 
titled “Economic Implications of Public Util- 
ity Depreciation Accounting” (see The New 
York Certified Public Accountant, June, 
1944) * It must be recognized that 
the assets reflected by the depreciation re- 
serve balances arise from payments made by 
customers in order to meet a future liability, 
and that the customer is entitled to a return 
or compensation for the use of such funds 
by the company according to the character 
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and extent of their employment as earnings 
assets until they are used up in ema 
the liability reflected by the reserve . 

5 Federal Power Commission v. Natural 
Gas Pipeline Co. (1942) 315 US 575, 8 L 

ed 1037, 42 PUR(NS) 129, 62 S Ct 736. 
federal Power Commission v. Hope Nat. Gas 
Co. (1944) 320 US 591, 88 L ed 333, 51 PUR 
(NS) 193, 64 S Ct 281. 

6 The “original cost” rate base is sometimes 
referred to as “prudent investment,” and may 
be modified when appropriate to reflect other 
allowable costs. The basic foundation, sub- 
ject to appropriate modification, is the actual 
legitimate cost of the utility property at the 
time of its construction and dedication to 
the public service. 
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ever possible and warranted by the 
facts, to fix the utility rate base upon 
which the allowable return is predi- 
cated based on the undepreciated orig- 
inal cost of the utility property used 
and useful in the public service, to 
which will be added materials and 
supplies and a reasonable allowance 
for cash working capital. Other ad- 
justments in this rate base may be 
made when justified by the facts. 
With such a rate base, “income from 
the investment of moneys in deprecia- 
tion funds” may be appropriately rec- 
ognized. 

{2, 3] The question presents itself 
as to whether the utilities shall be re- 
quired to currently record in their 
books of account, as a reduction of 
their annual charges to operating in- 
come for depreciation, the income at- 
tributable to their use of depreciation 
funds. Since this is a rate-making 
matter, adopted for the primary pur- 
pose of preserving the principles of 
equity as between the customers of the 
utilities and the utilities, we see no 
reason for such a requirement. How- 
ever, we shall require, in order that 
we may be currently informed and in 
a position to take such action as may 
be necessary, that the utilities shall 
include in their annual reports, and in 
such other reports that may be re- 
quired by this Commission from time 
to time, schedules in such form as we 
shall prescribe ‘showing the income 
from the investment of moneys in de- 
preciation funds. 


[4] Perhaps the most difficult ques- 
tion for decision in this matter is the 
question of how the income from the 
investment of moneys in depreciation 
funds shall be determined. This ques- 
tion divides itself into two parts, (1) 
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ascertainment of the principal amount 
of depreciation funds, and (2) having 
ascertained such principal amount, 
methods for determining the income 
attributable to the ascertained prin- 
cipal amount of the funds. 


As to the first part of this ques- 
tion, it is obvious that the principal 
amounts of depreciation funds are ex- 
actly represented by the balances in 
the utilities’ depreciation reserves, 
which are usually provided from op- 
erating income. However, the evi- 
dence shows that, in some instances, 
depreciation reserves have been pro- 
vided, in part, not from operating in- 
come, but by appropriations from util- 
ity surplus, or otherwise than from 
operating income. It is obvious that, 
in such instances, depreciation funds 
have been provided by the utilities 
themselves, and not by their custom- 
ers, and, accordingly, that, in ascer- 
taining the principal amount of de- 
preciation funds subject to such in- 
come credit that we may impose, that 
total depreciation reserve balances 
should be adjusted by any portions 
thereof so provided. We will permit 
such adjustments but shall require 
convincing proof as to the validity 
thereof. 

There is considerable evidence in 
the record relating to methods for 
determining the income attributable 
to the ascertained principal amount 
of depreciation funds. We do not 
deem it necessary to review all of such 
evidence, but do consider it advisa- 
ble to set forth the fundamental con- 
siderations which have formed the 
bases for our conclusions, including a 
brief discussion of the nature of de- 
preciation funds and the relationship 
of the utilities and the utilities’ cus- 
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tomers to such funds. At the outset 
it should be stated that we are not 
dealing with the problem of determin- 
ing accrued depreciation from the 
standpoint of the utility rate base, but 
rather the question of an appropriate 
credit which may be equitably applied 
for the benefit of the customers as 
representing income applicable to de- 
preciation funds. 

Depreciation, of course, represents 
the consumption in service of the util- 
ity property and is a part of the cost 
of the services rendered. Accordingly, 
the rates for service are designed to 
include a component for depreciation, 
in addition to all other costs of serv- 
ice, and a fair return upon the invest- 
ment. It is an obligation of the cus- 
tomer to pay in his rates for the cost 
of the service, including the cost of 
depreciation, just as it is an obliga- 


tion of the utility to render the service 
at cost, plus a fair return upon the 


investment. One of the objectives of 
depreciation accounting is to provide 
a reasonable method for charging cur- 
rently to income the cost of deprecia- 
tion, in such orderly manner that those 
in whose service the property is used 
up shall pay therefor. 

Depreciation accounting results in 
the accumulation of moneys by the 
utility, which are commonly referred 
to as “depreciation funds,” or “depre- 
ciation reserve funds.” Accumulated 
depreciation funds cannot be returned 
to the investors of the capital but must 
be retained by the utilities so that when 
utility plant wears out in service, funds 
shall be available to provide new facil- 
ities in replacement of the worn-out 
plant. Accordingly, depreciation 
funds are in the nature of trust funds, 
maintained for and dedicated to the 
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replacement of worn-out plant. The 
utilities are the custodians of the funds 
and are responsible for them to the 
end that funds shall be available as 
required to replace worn-out plant and 
a continuity of service shall be main- 
tained. And when, pending the use 
of depreciation funds for the replace- 
ment of worn-out plant, the utilities 
use the funds for other purposes, they 
are, in practical effect, borrowing from 
the funds. As we have previously 
stated, the utilities, from time to time, 
use the funds for such purposes as 
working capital, construction of prop- 
erty, or investments in securities, and 
admit that they earn income from such 
use of the funds. The question before 
us is the rate of interest that the util- 
ities shall be required to pay for such 
use of the funds. 

[5] We are aware that, to the ex- 
tent possible, the utilities use accumu- 
lated depreciation funds for construc- 
tion of property and that the utilities 
earn income from such property. 
However, it must be borne in mind 
that such property belongs to the. util- 
ities and that they (the utilities) are 
charged with the responsibility to 
maintain and operate the property in 
the public interest to the same extent 
and in the same manner as they are 
required to maintain and operate 
property acquired or constructed from 
funds derived from investors. The 
utilities assume all of the hazards and 
risks associated with the ownership, 
management, and operation of such 
property, including any losses or re- 
ductions of earnings below a fair or 
compensatory return, whereas the 
customers assume no responsibilities 
or risks whatever, with respect to the 
property. And the utilities are justly 
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entitled to receive proper compensa- 
tion for assuming those responsibilities 
and risks. To deprive the utilities of 
the full amount of the income from 
such property, as interest on deprecia- 
tion funds, would be grossly unfair, 
and would be equivalent to confiscat- 
ing the property for the exclusive bene- 
fit of the customers, and at the same 
time requiring the utilities to gratui- 
tously operate the property and assume 
all of the risks.as to the property and 
its operation. However, the custom- 
ers are entitled to share in such in- 
come at least to the extent of the value 
of depreciation funds, just as any lend- 
er of funds is paid from the income of 
a corporation for the value of his 
funds. 

{6, 7] There is considerable testi- 
mony in the record as to the proper 
rate of interest which should be ap- 


plied with respect to the utilities’ use 


of depreciation funds. Witnesses for 
the utilities assert that when the funds 
are used for construction of addition- 
al property, the interest rate should not 
exceed, or should be less than, the rate 
the utilities would be required to pay 
if the funds were borrowed on long- 
term funded obligations, such as first 
mortgage bonds. These witnesses in- 
troduced evidence showing that, for 
some time in the past, utility bonds 
were marketed at approximately 3 per- 
cent per annum, and that recently 
two of our larger Missouri utilities 
sold their bonds (or debentures) at 
an approximate yield of 2? per cent. 
The witnesses point out that the cost 
of money and the worth or value of 
money are largely dependent on the 
element of risk, and maintain that 
there is less risk associated with depre- 
ciation funds than with any class of 
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utility capital, even first mortgage 
bonds. In support of their position, 
the witnesses point out that the in- 
come attributable to the use of depre- 
ciation funds would be applied for the 
benefit of customers in reduction of 
the utilities’ allowable return prior to 
and without regard to the payment of 
interest on bonds or other obligations, 
and, thus, that as to safety of income, 
depreciation funds rank ahead of 
bonds or other obligations; and as to 
principal, that the amounts of depre- 
ciation funds to which interest rates 
would be applied are completely within 
the jurisdiction of this Commission, 
and thus are subject to little, if any, 
risk. The witnesses further contend 
that, as a matter of fairness, and bear- 
ing in mind that interest on depre- 
ciation funds will be applied in re- 
duction of the utilities’ allowable re- 
turn, the utilities, in any event, should 
not be required to pay more for de- 
preciation funds, when used by them 
for construction of additional property, 
than they would be required to pay 
out of their allowable return for funds 
they could borrow on long-term fund- 
ed obligation. 

Other witnesses referred to the fact 
that at times the utilities are unable 
to use depreciation funds for construc- 
tion of additional property. They 
point to the recent war period, when 
restrictions on materials needed for 
the war effort so curtailed construction 
that many utilities could not use de- 
preciation funds for property additions 
and extensions, and that as a result, 
depreciation funds remained idle or 
were invested in short-term govern- 
ment securities, yielding in many in- 
stances less than 1 per cent per annum. 
It was stated that similar conditions 
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have occurred during periods of high 
prices or industrial depression. The 
witnesses further stated that even in 
normal times accumulated deprecia- 
tion funds cannot always be immedi- 
ately used for property additions, re- 
sulting in a lag between the time the 
funds become available and the time 
they may be so used, during which 
periods the funds are idle and earn no 
income. The witnesses urged that 
these conditions be taken into account 
in fixing the interest rate for deprecia- 
tion funds. 

Other witnesses for the utilities ex- 
pressed the view that an appropriate 
interest rate for depreciation funds 
should not exceed the interest rates 
on government securities, which they 
stated range from less than 1 per cent 
to approximately 2 per cent per an- 
num. They pointed to the trust char- 
acter of depreciation funds, and as- 
serted that the interest rate for govern- 
ment securities most nearly reflects 
the worth of trust funds and the risks 
associated with trust funds. 


An exhibit which was submitted in 
evidence to show yields on a repre- 
sentative list of high-grade bonds in- 
cluded only two Missouri utility com- 
panies. One of these was earning a 
yield to maturity of 3.46 per cent, the 
other was earning 2.63 per cent. The 
Commission is aware that only two 
Missouri utilities have bonds out- 
standing which bear a coupon rate of 
less than 3 per cent. Other utility 
bonds which have been issued in Mis- 
souri have coupon rates in excess of 


3 per cent. In some cases the rate is 
considerably in excess of 3 per cent. 

We have given careful considera- 
tion to all of the evidence introduced 
in this proceeding, and also to the 
principles above discussed relating to 
the nature of depreciation funds. 
There can be no doubt that when the 
utilities use depreciation funds for 
construction of property (which, as 
we have before indicated, represents 
the predominant use of the funds) the 
utilities are entitled to just compensa- 
tion for discharging their obligations 
to manage and operate such property 
in the public interest, and for assum- 
ing the risks associated with such 
property,” and that to deprive the util- 
ities of a disproportionate share of the 
permissible income from such prop- 
erty, as income on depreciation funds, 
would be unfair to the utilities. On 
the other hand, the customers of the 
utilities, who supply depreciation 
funds, are entitled to receive adequate 
and just recognition with respect to 
the use of the funds by the utilities 
consistent with the worth or value of 
the funds. 


The fixing of an interest rate for 
depreciation funds is an integral part 
of the rate-making process in public 
utility regulation, since the interest 
credit produced thereby directly affects 
the utilities’ allowable return and the 
rates charged to the public for utility 
service. The Public Service Commis- 
sion Act (Chap 35. Rev Stats Mo 
1939) establishes the policies of this 
state in connection with public utility 





7 As was stated in the Report to the Board 
of Public Utility Commissioners of New Jer- 
sey on the Rate Adjustment Plan for New 
sn" Power & Light Company (see page 

‘The utility is entitled to compensation 
foe management of the investment and for 
performance of the risk-taking function. Un- 
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less the enterprise is reasonably compensated, 
management might be expected, in the ab- 
sence of regulatory restraint, to reduce the 
risk and responsibility by investment (of de- 
preciation funds) in government bonds, or 
other relatively risk-free securities.” 
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regulation, and while these policies 
are necessarily set forth in the act 
in broad outline, § 5579 of the act 
vests this Commission with “all pow- 
ers necessary or proper to enable it 
to carry out fully and effectually all 
of the purposes (of the act).” And 
one of the primary purposes of our 
Public Service Commission Act is 
just and reasonable rates and charges 
for utility service. 

Accordingly, we believe that the 
fixing of the interest rate for deprecia- 
tion funds is a function of the regu- 
latory authority, and that under the 
general powers delegated to us we 
are authorized to fix the interest rate 
for depreciation funds to the end that 
the rates charged in this state for 
public utility service shall be just and 
reasonable, and the policies established 
by the legislature shall be fully and 
effectually carried out. Moreover, 
§§ 5656 and 5680 of the act authorize 
this Commission, in connection with 
depreciation funds, to prescribe, in its 
discretion, rules and regulations “both 
as to original expenditure and subse- 
quent replacement” of such funds and 
further provide: “The income from 
investments of moneys in such fund 
shall likewise be carried in such fund.” 
We believe that such authority neces- 
sarily includes the authority to pre- 
scribe rules and regulations as to the 
amounts to be credited for the use of 
such funds. 

Upon consideration of all of the evi- 
dence in this matter, and based upon 
our intimate knowledge of the opera- 
tions and finances of the utilities under 
our jurisdiction, and taking into con- 
sideration the fact that the utilities at 
times, varying with economic condi- 
tions, are not able to invest deprecia- 


tion reserve funds in income-produc- 
ing assets, we are of the opinion that 
an appropriate interest rate for use in 
determining the income from the in- 
vestment of moneys in depreciation 
funds to be applied in the rate-making 
process in reduction of the utilities’ 
allowable return is 3 per cent per an- 
num. We are also of the opinion, 
since the circumstances surrounding 
the use of depreciation funds are gen- 
erally the same as to all utilities, that 
such rate should be applied in the case 
of all of the gas, electric, water, tele- 
graph, telephone, and heating utilities 
under our jurisdiction. However, if 
it should appear to the Commission 
or if any utility shall prove that due 
to unusual or extraordinary cir- 
cumstances, such rate is not fairly 
and equitably applicable to it, such 
rate may be modified according to 
the circumstances of the particular 
case. 

In conclusion, we are of the opin- 
ion that the rate-making practices and 
policies established in this order are 
an important step in promoting effi- 
cient public utility regulation in this 
state. This is particularly true in 
connection with our announced policy 
relating to the establishment of the 
utility rate base in future proceedings. 
For a rate base predicated on original 
cost can be fixed with a minimum of 
delay, and original cost, having once 
been established, can be brought up-to- 
date on short notice. Moreover, and 
of equal importance, is the fact that 
original cost avoids the inflationary 
effects of reproduction cost in the es- 
tablishment of the rate base. Also, 
the consideration of income from the 
investment of moneys in depreciation 
reserve funds in the fixing of rates. is 
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in the direction of reducing the over- 
all cost of service. 

We are also of the opinion that 
these practices and policies will be of 
advantage to the utilities. Their rate 
base will be stable, and they will be 
able to determine at all times with rea- 
sonable exactitude their position as 
to allowable income, and thus be 
in a position to plan more intelligently 
for the future. In addition, the pub- 
lic utility industry requires large 
amounts of capital which must be se- 
cured on the open market in compe- 
tition with other industries. And 
with a stabilized rate structure, capital 
requirements can be more effectively 
financed. 

Accordingly, it is 

Ordered: 1. That General Order 
38-A, issued by this Commission on 
August 14, 1944, 55 PUR(NS) 227, 
be and is hereby canceled, set aside, 
and for naught held. 

Ordered: 2. That in the process of 
determining the reasonableness of rates 
for service, income shall be determined 
on the depreciation funds of the gas, 
electric, water, telegraph, telephone, 
and heating utilities pertaining to their 
properties used and useful in the public 
service in Missouri, and shall be ap- 
plied in reduction of the annual 
charges to operating income of such 
utilities. 

Ordered: 3. That the income from 
the investment of moneys in deprecia- 
tion funds shall be computed at the 
rate of 3 per cent per annum of the 
principal amount of such depreciation 
funds. 


Ordered: 


4. That the principal 
amount of depreciation funds of any 
such utility, for the purposes of this 
order, shall be deemed to be equivalent 
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to the balance in the depreciation re- 
serve account of any such utility re- 
gardless of whether or not any such 
depreciation reserve account may be 
represented by a segregated fund ear- 
marked for such purpose; provided, 
however, that the principal amount of 
such depreciation funds may be ad- 
justed by the portion or portions there- 
of which may have been provided 
under circumstances other than by 
charges to operating income, or other- 
wise, such adjustments to be subject 
to the approval of this Commission. 
The terms “depreciation funds” and 
“depreciation reserve accounts” shall 
be deemed to include the terms “re- 
tirement funds” and “retirement re- 
serve accounts.” 


Ordered: 5. That the rate of 3 
per cent per annum referred to in 
Ordered: 3 above shall be applied in 
the case of each gas, electric, water, 
telegraph, telephone, and heating util- 
ity of the state of Missouri, provided, 
however, that modification of such 
rate may be made upon the Commis- 
sion’s Own motion or upon proper 
showing by a utility that such rate is 
not reasonably and equitably applica- 
ble to it. 


Ordered: 6. That such utilities 
shall prepare and include in their an- 
nual reports to this Commission com- 
mencing with their annual reports for 
the year 1945, and in such other re- 
ports that may be required by this 
Commission from time to time, sched- 
ules showing for the year or period 
covered by such reports, the income 
from the investment of moneys in de- 
preciation funds. The schedules re- 
ferred to shall be in the form pre- 
scribed by this Commission and shall 
include, among other things that may 
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be prescribed (1) the principal amount 
of depreciation funds as represented 
by balances in depreciation reserve ac- 
counts; (2) any adjustments of such 
depreciation funds and accounts with 
complete details and explanations 
thereof; and (3) the amount of the 
income from the investment of moneys 
in depreciation funds computed at the 
rate of 3 per cent per annum, or such 
other rate as may be prescribed by or- 
der of this Commission. 

Ordered: 7. That the Commission 
shall retain jurisdiction of this pro- 
ceeding for the purpose of making any 
change or changes in the interest rate 
prescribed in paragraph “Ordered: 3” 
hereof that may be warranted. 

Ordered: 8. That this order shall 
take effect on and after January 31, 
1946, and that the Secretary of this 
Commission shall forthwith serve a 
copy of this order on all parties inter- 
ested herein, and that said interested 
parties be required to notify the Com- 
mission on or before January 31, 
1946 in the manner required by 
§ 5601, Rev Stats Mo 1939, whether 
the terms of this order are accepted 
‘and will be obeyed. 

Osburn, Chairman, Williams, Hen- 
son, and McClintock, Commissioners, 
concur; Wilson, Commissioner, dis- 
sents in separate opinion. 


Wison, Commissioner, dissenting : 
I am unable to concur in this order. 
I am still of the opinion which I ex- 
pressed on July 17, 1944, at the time 
of the issuance of General Order No. 
38, and on August 14, 1944, at the 
time of the issuance of General Or- 
der No. 38-A, 55 PUR(NS) 227, 
that there is nothing in the language 
of the statute—§§ 5656 and 5680, Rev 
Stats Mo 1939—either express or im- 


plied, or elsewhere in the law which 
authorizes the making of such an or- 
der. 

Under these sections this Commis- 
sion does not have power to fix the 
rate for earnings upon the depreciation 
account. In the case of State ex rel. 
Empire Dist. Electric Co. v. Public 
Service Commission (1936) 339 Mo 
1188, 16 PUR(NS) 437, 440, 100 
SW2d 509, 511, Judge Frank speak- 
ing for the court said : 

“The power of the Commission to 
make orders relative to the deprecia- 
tion reserve of the company is con- 
ferred by statute. We must therefore 
look to the statute to determine 
whether the Commission had author- 
ity to make the order in question. It 
has been well said that, ‘when a par- 
ticular power is exercised by the Com- 
mission, or is claimed for it, that power 
should have its basis in the language 
of the statute or should be necessarily 
implied therefrom.’ People ex rel. New 
York R. Co. v. Public Service Com- 
mission, 223 NY 373, PUR1918F 
125, 119 NE 848, 849, Havre de 
Grace & P. Bridge Co. v. Towers, 132 
Md 16, PUR1918D 484, 103 Atl 319. 
Turning to the statute, we find that it 
gives the Commission power, after 
hearing, to make an order requiring 
the company to carry a depreciation re- 
serve account in an amount fixed by 
the Commission, subject to the regu- 
latory control of the Commission.” 

At the hearing it was given as an 
opinion by the president of the Union 
Electric Company of Missouri testi- 
fying upon behalf of the utilities that 
the Commission does not have the 
power to fix a rate for earnings upon 
the depreciation account under the 
language of the last sentence contained 
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in said §§ 5656 and 5680, i. e., “The 
income from investments of moneys 
in such fund shall likewise be carried 
in such fund.” This witness stated 
that it was his opinion that that lan- 
guage applied to the sinking-fund 
method rather than the straight-line 
method of providing for depreciation. 
The witness stated that it was his 
opinion that the Commission had the 
power to fix a rate for the earnings 
on the investment of depreciation 
funds in determining what is a fair 
rate and what is a fair rate base. I 
agree with the opinion of this witness 
that this language does not apply to 
the straight-line method of providing 
for depreciation and believe that this 
language in the statute is probably ex- 
plainable by the fact that the Public 
Service Commission was originally 
considered to have jurisdiction over 
municipally owned utilities the depre- 
ciation requirements of which are gen- 
erally provided for under the terms 
of the mortgages in the form of a 
sinking fund. 

I cannot agree, however, that our 
general rate-making powers give us 
the right to fix a rate for the earnings 
upon the depreciation account applica- 
ble to all electric, gas, water, steam- 
heating, telegraph, and telephone util- 
ities operating under the jurisdiction 
of this Commission alike when condi- 
tions and circumstances relating to the 
investment of depreciation accounts 
vary with the several utilities. That 
there are various circumstances was 
recognized by counsel conducting the 
hearing on behalf of the utilities at the 
outset of the hearing and is recognized 
by the report and order itself in pro- 
viding in Ordered: 5. that “modifica- 
tion of such rate may be made upon 
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the Commission’s own motion or upon 
proper showing by such utility that , 
such rate is not reasonably and equita- 
bly applicable to it.” It is my belief 
that even if the Commission had power 
to make a general order upon this 
subject, and if the matter were a prop- 
er subject for a general order, which I 
do not think it is, the evidence is not 
sufficient upon which to base such a 
general order as the Commission does 
not have before it ample evidence 
touching the circumstances relating 
to the various utilities, and the rate 
so fixed can be nothing more than a 
guess and it is conceivable that it may 
result that there are as many excep- 
tions as there are utilities which may 
come within the provisions of the or- 
der. 

The statute reads in part as fol- 
lows: “The Commission may, from 
time to time, ascertain and determine 
and by order fix the proper and ade- 
quate rates of depreciation of the sev- 
eral classes of property of such cor- 
poration, person, or public utility.” 

It is to be noted that the singular 
number is used—“‘corporation, person, 
or public utility” not corporations, 
persons, and public utilities. Also, the 
statute reads further : 

“Each gas corporation, electrical 
corporation, and water corporation 
shall conform its depreciation accounts 
to the rates so ascertained, determined, 
and fixed, and shall set aside the mon- 
eys so provided for out of earnings 
and carry the same in a depreciation 
fund and expend such fund only for 
such purposes and under such rules 
and regulations, both as to original 
expenditure and subsequent replace- 
ment, as the Commission may pre- 
scribe.” (Italics by writer.) 
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In § 5680 relating to telegraph and 
telephone corporations the language 
used is as follows: 

“The Commission may, from time 
to time, ascertain and determine and 
by order fix the proper and adequate 
rates of depreciation of the several 
classes of property of such public util- 
ity.” 
and : 

“Each telegraph corporation and 
telephone corporation shall conform 
its depreciation accounts to the rates 
so ascertained, determined, and fixed, 
and shall set aside the money ‘y 

Section 5638 relating to common 
carriers provides in part as follows: 

“The Commission may, from time 
to time, ascertain and determine and 
by order fix the proper and adequate 
rates of depreciation of the several 
classes of property of such corporation, 


person, or public utility. Each rail- 
road corporation, street railroad cor- 
poration, and common carrier shall 
conform its depreciation accounts to 


” 
. 


the rates so ascertained. 
(Italics by writer.) 

I believe this statute contemplates 
that depreciation requirements shall 
be fixed by the Commission for each 
utility singly and not coliectively. It 


is my opinion that this matter 
is not a proper subject for a general 
order, but that the jurisdiction of 
the Commission over the deprecia- 
tion reserve of the several companies 
should be exercised in individual cases, 
and I do not consider this impossi- 
ble or impracticable, but rather a 
problem that can be accomplished 
with an adequate staff and diligent 
effort. 

The order is further objectionable 
for the reason that it assumes that the 
Commission has power to require the 
investment of the depreciation account. 
If the depreciation account is not in- 
vested and there are no earnings, then 
the fixing of 3 per cent is confiscatory 
and for that reason unlawful. 

Section 5638 Rev Stats Mo 1939 
is identical with §§ 5656 and 5680 
except that it applies to railroad cor- 
porations, street railroad corporations, 
and common carriers. This order is 
not made applicable to railroad corpo- 
rations, street railways, and common 
carriers and for that reason is discrim- 
inatory. 

After careful consideration, it is my 
opinion that the order is unlawful 
and exceeds the powers of the Com- 
mission. 
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Federal Power Commission 


No. 11104 
152 F2d 908 
January 7, 1946; rehearing denied February 2, 1946 


EVIEW of order of Federal Power Commission determining 
R that river is navigable, that interests of interstate commerce 
would be affected by power project, and that license under Fed- 
eral Power Act is required; affirmed. For Commission decision, 


see (1944) 53 PUR(NS) 177. 


Water, § 35 — Navigability of river — Use by light craft. 
1. Findings that a river was navigable were supported by substantial evi- 
dence where the river had been used for navigation over a long period of 
years by light draft or other river craft, navigation had been the subject 
of congressional and state action, and funds had been spent in the im- 
provement of navigation, p. 144. 


Water, § 18.2 — Power project — Effect on interests of interstate or foreign 
commerce. 

2. A finding that the interests of interstate commerce would be affected 
by the construction of a hydroelectric power plant at a dam to be built 
above the navigable part of a river was supported by substantial evidence 
where it was shown that operations would result in major variations in 
the stage and navigable depths available for any kind of useful navigation 
in the lower, navigable part of the river, which after confluence with an- 
other river flowed into the ocean, p. 144. 


Appeal and review, § 28.1 — Conclusiveness of findings — Federal Power Com- 
mission — Power project on river. 
3. Findings of the Federal Power Commission that a river is a navigable 
water of the United States and that the interests of interstate commerce 
would be affected by the construction of a hydroelectric power project 
may not be disturbed by the court when supported by substantial evidence, 
p. 144. 
Water, § 35 — Navigability of river — Artificial improvements. 
4. A river may be found to be navigable within the meaning of the Fed- 
eral Power Act when it would be feasible for interstate use after rea- 
sonable improvements have been made, p. 147. 
Water, § 19 — Jurisdiction of Federal Power Commission — Non-navigable part 
of river — Power project. 
5. The jurisdiction of the Federal Power Commission under the Federal 
Power Act is not limited to the navigable waters of a river, in view of the 
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provision of § 23(b) of the act, 16 USCA § 817, relating to construction 
of projects in streams other than those defined as navigable waters where 


the interests of interstate or foreign commerce would 


be nes p. 149. 


Interstate commerce, § 1 — Powers of Congress. 


6. Congress has power to legislate where commerce between the states 
or with foreign countries may be affected, p. 150. 


Water, § 4 — Powers of Congress — Navigable capacity of waters. 
7. The power of Congress to legislate where commerce between the states 
or with foreign countries may be affected is not restricted to an adverse 
effect upon the present and existing navigable capacity of Federal waters; 
it extends to navigable capacity after reasonable improvements which might 
be made, and whether the effect is beneficial or injurious, p. 150. 


Water, § 5 — Powers of Federal Power Commission — License. 
8. The Federal Power Commission may require a license for the construc- 
tion of a hydroelectric power plant at a dam to be built in a navigable 
river, a part of which is non-navigable, if upon investigation it finds that 
the interests of interstate or foreign commerce would be affected, p. 150. 


Leg, CJ.: The Georgia Power Com- 
pany, proposing to construct a hydro- 
electric power plant at a dam to be 
built by it on the Oconee river in 


Georgia, filed a declaration of inten- 
tion with the Federal Power Commis- 
sion, as required by the Federal Pow- 
er Act (16 USCA § 817). Acting 
thereon, the Commission held public 
hearings in Washington and Atlanta 
to determine whether the interests of 
interstate and foreign commerce would 
be affected by the proposed project, 
and, if so, what navigable waters of 
the United States would be affected. 
Following these hearings the Commis- 
sion found the ultimate facts to be (1) 
that Oconee river from Milledgeville, 
Georgia, (4 miles below the site of the 
proposed project) to its mouth, and 
the Altamaha river into which it flows, 
are navigable; (2) that the two con- 
nect with the Intracoastal canal and 
the Atlantic ocean to form navigable 
waters of the United States, used and 
capable of use in the transportation 
of persons and property in interstate 
and foreign commerce; and (3) that 


due to the relation between the stor- 
age capacity of the proposed reservoir 
and the available stream flow the op- 
eration of the power plant would both 
fluctuate and reduce the navigable 
depths of the water below the dam and 
would thus affect navigation. From 
this the Commission concluded that 
interstate commerce would be affected 
by the construction of the proposed 
project, and ordered that the power 
company apply for and accept a license 
in accordance with the terms of the 
Federal Power Act and the rules and 
regulations of the Commission there- 
under. 

[1-3] The power company, here 
seeking a reversal of this order, con- 
tends that the primary facts do not 
support the finding that the Oconee 
river is a navigable water of the 
United States or the finding that the 
interests of interstate commerce would 
be affected by the construction of the 
proposed project. It is also insisted 
that the provisions of the Federal 
Power Act do not apply to a project 
that is located on a non-navigable part 
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of a stream, or, if the act was intended 
to regulate such matters, it is to that 
extent unconstitutional. 


The pertinent primary facts found 
by the Commission are substantially 
as follows: The Oconee river rises 
in northeast Georgia, in the vicinity of 
Gainesville, and flows in a general 
southeasterly direction to Milledge- 
ville below the proposed dam site, 
where it drops to the coastal plain. 
One hundred and forty-five miles be- 
low Milledgeville it joins the Ocmul- 
gee river at what is known as the 
Forks, and thus forms the Altamaha 
river, which flows 137 miles in a 
southeasterly direction, emptying into 
the Atlantic ocean. The Oconee river 
drains an area of 5,318 square miles, 
of which 2,900 square miles lie above 
Milledgeville. From Milledgeville to 


the Forks, the average slope is slightly 


more than one foot per mile and there 
are no falls or rapids. While the Alta- 
maha river has been used the more ex- 
tensively, both the Altamaha and the 
Oconee rivers have been used for navi- 
gation over a long period of years by 
light draft or other river craft. Navi- 
gation below Milledgeville has been 
the subject of congressional and state 
action, and funds have been spent in 
the improvement of navigation. A 
navigation datum plane correspond- 
ing to the low water flow during a 
10-year period was established by the 
Army Engineers following a careful 
resurvey of the river, and the river 
depth over an average channel width 
of 60 feet was referenced to this datum 
plane. Soundings were taken disclos- 
ing that in the 145-mile stretch from 
Milledgeville to the Forks there were 
only 6.7 miles which had a depth of 
less than 3 feet below the low-water 
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reference plane, 5 miles thereof being 
in the 39-mile stretch between Mill- 
edgeville and the Central of Georgia 
Railroad bridge. 

While petitioner attempted to dis- 
parage the use made of the river for 
navigation between Milledgeville and 
Dublin (located about half way be- 
tween Milledgeville and the mouth of 
the Oconee river), the most that the 
evidence revealed was that a greater 
use was made of the Oconee below 
Dublin than above. The Commission 
found nothing in the record that would 
justify the conclusion that the river 
was navigable below Dublin and non- 
navigable above that point; to the con- 
trary, it found that the physical and 
hydraulic characteristics of the two 
sections were not essentially different. 
With respect to the past history of the 
river the Commission, 53 PUR(NS) 
177, 180, 181, said: 

“In the year 1803, some thirty seven 
years before the first railroad was 
completed in Georgia, and when trans- 
portation by wagon and stagecoach 
over the poor roads of that period was 
slow and difficult, the state legislature 
located the town of Milledgeville ‘at 
or near the head of navigation on the 
Oconee river.’ 

“In December, 1804, the legislature 
agreed to and approved of the town 
site, as theretofore fixed upon and 
laid off pursuant to the act of May 11, 
1803, and declared the town of Mill- 
edgeville ‘to be the permanent seat of 
government of this state.’ Milledge- 
ville was the capital of Georgia for 
sixty-three years, from 1804 to 1867. 
That the advantage of water transpor- 
tation was one of the controlling con- 
siderations in the location of the state 
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capital on the Oconee river can hardly 
be gainsaid. 

“The state of Georgia spent some 
$45,000 for navigation improvements 
above Dublin, and private navigation 
companies also participated in the im- 
provement of the river. By the time 
Congress commenced appropriating 
money for improvement of the river 
(June 18, 1878), railroads had been 
constructed and channels of commerce 
were fairly well established in the re- 
gion. 

“The influence of shipping points 
and established transportation routes 
upon development of the Oconee river 
as a navigation route is evidenced by 
he emphasis placed upon improvement 
of the section of the river between 
Dublin and the Central of Georgia 
Railroad bridge, some 29 miles up- 
stream. However, for more than 


fifty years Congress has consistently 
treated the entire river below Milledge- 
ville as navigable and as susceptible of 


increased navigation use. Further- 
more, the many reports submitted to 
Congress by the Corps of Engineers, 
U. S. Army, present the views of these 
navigation experts to the effect that 
the river is suitable for navigation 
use up to Milledgeville, and such re- 
ports contain impressive records of the 
volume of commerce which has been 
handled not only on the Oconee river 
but also on the Altamaha. In addition 
to use by steamboats and other craft, 
the record shows that the river has 
been used for rafting. 


“Declarant regards the present lack 
of commerce and alleged lack of pros- 
pects for profitable commerce on the 
Oconee river as indicative of condi- 
tions preventing navigation, but nei- 
ther lack of commercial traffic nor un- 
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profitable traffic operations is con- 
trolling as to navigability. On the 
basis of the long record of actual use, 
the assertion of jurisdiction by Con- 
gress during the past sixty-six years, 
and more particularly during the past 
fifty-four years, and the testimony as 
to suitability of the river for naviga- 
tion, we hold that the Oconee river is 
navigable from Milledgeville to its 
mouth, and that the Oconee and Alta- 
maha rivers form a navigable water 
of the United States from Milledge- 
ville to the sea, over which persons 
and property can be and have been 
carried in interstate commerce.” 

The project which petitioner pro- 
posed to construct will consist of a dam 
about 100 feet high across the Oconee 
river, 4.3 miles upstream from Mill- 
edgeville; a hydroelectric power plant 
at the dam, with two generating units 
of equal capacity to operate under a 
maximum power head of 92 feet ; and 
a reservoir with a gross capacity of 
294,000 acre-feet and a usable capacity 
of about 208,000 acre-feet, which 
when full would extend upstream some 
25 miles and flood 15,000 acres of 
land. To operate its plant petitioner 
proposed to install two hydroelectric 
turbines, each with a discharge ca- 
pacity of 3,600 cubic feet per second, 
the turbines to operate singly or simul- 
taneously, according to power demand 
and available storage, and the rate of 
the inflow into the reservoir. The 
average flow of the river at Milledge- 
ville is approximately 3,600 cubic 
feet per second, and the flow exceeds 
1,400 cubic feet per second more than 
three quarters of the time. Boats of 
light draft, according to the evidence, 
can operate below Milledgeville when 
the flow is less than 1,400 cubic feet 
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per second, but the flow most useful 
to that type of navigation and best 
adapted to the river ranges upward 
from 1,400 cubic feet per second to an 
average flow at Milledgeville of 3,600 
cubic feet per second. 

In its declaration of intention peti- 
tioner set forth that it intended to 
operate its power plant as a storage 
hydroelectric development, and the 
Commission found that the power load 
to be carried by the plant, and conse- 
quently the discharge from the tur- 
bines, would vary through a very wide 
range. It also found that during the 


periods of low and moderate flow, 
such as generally occurred auring the 
summer and autumn of each year, the 
flow in the river immediately below 
the dam would be reduced to 250 cubic 
feet per second for eight hours each 
week-day from Monday to Friday, in- 


clusive, and to an average of 500 cubic 
feet per second during the 56-hour 
week-end period; that on week-days 
the flow immediately below the dam 
would range from a minimum of: 250 
cubic feet per second to a maximum 
possibly as high as 7,200 cubic feet 
per second ; and as a result major vari- 
ations would occur in the stage and 
navigable depths available for any kind 
of useful navigation below Milledge- 
ville; that the draft of boats operat- 
ing on the river ranged from 16 inches 
to 3.5 feet; and that the intermittent 
discharge and the restrictions in dis- 
charge would adversely affect the navi- 
gable capacity of the river from Mill- 
edgeville to Dublin, at times would 
render impossible any navigation 
around Milledgeville, and during cer- 
tain seasons would seriously interfere 
with navigation at, above, and below 
Dublin. 
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A careful reading of the record dis- 
closes that the Commission’s findings 
are supported by substantial evidence ; 
in such circumstances we may not dis- 
turb them. 

[4] Petitioner, however, urges 
that while there has been some navi- 
gation by light draft boats at times in 
the past on the Oconee river as far as 
Milledgeville, the evidence as a whole 
leads inevitably to the conclusion that 
the Oconee river above Dublin in its 
natural state is nonnavigable, and that 
this has been its history down through 
the years. Petitioner urges that the 
test to be applied with respect to navi- 
gability is that laid down by the Su- 
preme Court in Re The Daniel Ball 
(1871) 77 US 557, 19 L ed 999, 1001, 
in which it was stated: 

"y Those rivers must be re- 
garded as public navigable rivers in 
law which are navigable in fact. And 
they are navigable in fact when they 
are used, or are susceptible of being 
used, in their ordinary condition, as 
highways for commerce, over which 
trade and travel are or may be con- 
ducted in the customary modes of 
trade and travel on water. And they 
constitute navigable waters of the 
United States within the meaning of 
the acts of Congress, in contradistinc- 
tion from the navigable waters of the 
states, when they form in their ordi- 
nary conditions by themselves, or by 
uniting with other waters, a continued 
highway over which commerce is or 
may be carried on with other states or 
foreign countries in the customary 
modes in which such commerce is con- 
ducted by water.” 

The test laid down in The Daniel 
Ball Case was generally adhered to by 
the Supreme Court until the decision 
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in United States v. Appalachian 
Electric Power Co. (1940) 311 US 
377, 85 L ed 243, 36 PUR(NS) 129, 
61 S Ct 291, in which the court gave 
the term “navigable waters” in the 
Federal Power Act a broader con- 
struction than that laid down in The 
Daniel Ball Case, supra, and in de- 
cisions that followed it. In the Ap- 
palachian Electric Power Co. Case, 
the court had under consideration the 
Federal Power Act which defined 
navigable waters in these words: 

, ‘navigable waters’ means 
those parts of streams or other bodies 
of water over which Congress has ju- 
risdiction under its authority to regu- 
late commerce with foreign nations 
and among the several states and which 
either in their natural or improved 
condition notwithstanding interrup- 
tions between the navigable parts of 
such streams or waters by falls, shal- 
lows, or rapids compelling land car- 
riage, are used or suitable for use for 
the transportation of persons or prop- 
erty in interstate or foreign commerce, 
including therein all such interrupting 
falls, shallows, or rapids, together with 
such other parts of streams as shall 
have been authorized by Congress for 
improvement by the United States or 
shall have been recommended to Con- 
gress for such improvement after in- 
vestigation under its authority.” Sec- 
tion 3(8), 16 USCA § 796(8). 

And referring to the test laid down 
in The Daniel Ball Case supra, the 
court, 311 US at pp 406-410, 36 PUR 
(NS) at pp 136-138, said: 

“In the lower courts and here, the 
government urges that the phrase ‘sus- 
ceptible of being used, in their ordinary 
condition,’ in The Daniel Ball defini- 
tion, should not be construed as elimi- 
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nating the possibility of determining 
navigability in the light of the effect 
of reasonable improvements. The 
district court thought the argument 
inapplicable. 

“The circuit court of appeals said: 
‘If this stretch of the river was not 
navigable in fact in its unimproved 
condition, it is not to be considered 
navigable merely because it might 
have been made navigable by improve- 
ments which were not in fact made. 
Of course if the improvements had 
been made the question of fact might 
have been different. 

“To appraise the evidence of navi- 
gability on the natural condition only 
of the waterway is erroneous. Its 
availability for navigation must also 
be considered. ‘Natural and ordinary 
condition’ refers to volume of water, 
the gradients and the regularity of the 
flow. A waterway, otherwise suitable 
for navigation, is not barred from that 
classification merely because artificial 
aids must make the highway suitable 
for use before commercial navigation 
may be undertaken. Congress has 
recognized this in § 3(8) of the Water 
Power Act, 16 USCA § 796(8), by 
defining ‘navigable waters’ as those 
‘which either in their natural or im- 
proved condition’ are used or suitable 
for use. The power of Con- 
gress over commerce is not to be ham- 
pered because of the necessity for rea- 
sonable improvements to make an in- 
terstate waterway available for traffic. 

“« . . . ‘The plenary Federal 
power over commerce must be able to 
develop with the needs of that com- 
merce which is the reason for its ex- 
istence. It cannot properly be said 
that the Federal power over naviga- 
tion is enlarged by the improvements 
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to the waterways. It is merely that 
improvements make applicable to cer- 
tain waterways the existing power 
over commerce. In determining the 
navigable character of the New river 
it is proper to consider the feasibility 
of interstate use after reasonable im- 
provements which might be made. 

“ ‘Nor is it necessary for navigabil- 
ity that the use should be continuous. 
The character of the region, its prod- 
ucts and the difficulties or dangers of 
the navigation influence the regularity 
and extent of the use. Small traffic 
compared to the available commerce 
of the region is sufficient. Even ab- 
sence of use over long periods of years, 
because of changed conditions, the 
coming of the railroad or improved 
highways does not affect the navigabil- 
ity of rivers in the constitutional 
sense. ro 

A comparison of the evidence con- 
cerning the navigability of New river, 
before the court in the Appalachian 
Electric Power Co. Case and the evi- 
dence before us here is most revealing. 
The Oconee has a greater volume of 
water ; its fall per mile is less ; it is vir- 
tually free of shoals; and the naviga- 
ion over it in the past has been more 
frequent and in far greater volume. 
If, therefore, New river was feasible 
for interstate use after reasonable im- 
provements which might be made, the 
evidence before us fully establishes 
that the Oconee must also be feasible 
for such navigation. The evidence 
also establishes that the intermittent 
releases of water in operating the pro- 
posed hydroelectric power plant will 
at intervals retard the flow below the 
dam site, thus causing a fall in the 
water levels to such a degree as to af- 
fect adversely navigability in the 


149 


FEDERAL POWER COM. 


Oconee river at and below Milledge- 
ville, as far south as Dublin. 

[5] The contention that the juris- 
diction of the Commission under the 
Federal Power Act is limited to the 
navigable waters of a stream ignores 
that portion of § 23(b) of the act, 16 
USCA § 817, providing that: “Any 
person, association, corporation, state, 
or municipality intending to construct 
a dam or other project works across, 
along, over, or in any stream or part 
thereof, other than those defined in 
this chapter as navigable waters, and 
over which Congress has jurisdiction 
under its authority to regulate com- 
merce with foreign nations and among 
the several states shall before such 
construction file declaration of such 
intention with the Commission, where- 
upon the Commission shall cause im- 
mediate investigation of such pro- 
posed construction to be made, and if 
upon investigation it shall find that the 
interests of interstate or foreign com- 
merce would be affected by such pro- 
posed construction, such person, asso- 
ciation, corporation, state, or munici- 
pality shall not construct, maintain, or 
operate such dam or other project 
works until it shall have applied for 
and shall have received a license under 
the provisions of the act. ayy 

We fully agree with the fourth cir- 
cuit that: “One of the purposes of 
the Water Power Act was to authorize 
the Commission to license dams in 
navigable waters of the United States 
in lieu of an act of Congress; and in 
our opinion one of the purposes of 
§ 23 was to likewise take care 
of the case of a proposed structure in 
a nonnavigable tributary of an inter- 
state navigable stream.” United 
States v. Appalachian Electric Power 
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Co. (1939) 31 PUR(NS) 65, 100, 
107 F2d 769, 795. 

[6-8] That Congress has the pow- 
er to legislate where commerce be- 
tween the states or with foreign coun- 
tries may be affected is no longer an 
open question. And such power is 
not restricted to “an adverse effect 
upon the present and existing navi- 
gable capacity of Federal waters”; it 
extends to navigable capacity after 
reasonable improvements which might 
be made, and whether the effect is 
beneficial or injurious. The Federal 
Power Act was intended to develop, 
conserve, and utilize the navigation 
and water-power resources of the 
country, and to that end requires that 
projects licensed shall “be best adapted 
to a comprehensive plan for improving 
or developing a waterway or water- 
ways for the use or benefit of inter- 
state or foreign commerce,” hence, “if 
upon investigation it (the Commis- 
sion) shall find that the interests of 
interstate or foreign commerce would 
be affected,” it may require a license. 


We agree with the Commission tha 
the Altamaha river and the Ocone 
river below Milledgeville are navigl’ 
gable waters of the United States with 
in the meaning of the Federal Pow 
Act, and that the operations of the 
proposed project would affect adver 
ly navigation thereon. 

The question with respect to the 
applicability and constitutionality oj 
the Federal Power Act with respec 
to petitioner’s project located above 
navigation on the Oconee river, wee 
think has been disposed of in the af/# 
firmative by the Supreme Court i 
United States v. Appalachian Electriq 
Power Co. supra, and in Oklahoma 
ex rel Phillips v. Atkinson Co. (1941)fsi 
313 US 508, 85 L ed 1487, 61 SC 


1050; United States v. Chandler-§N 


Dunbar Water Power Co. (1913)9/, 
229 US 53, 57 L ed 1063, 33 S Ctliti 
667 ; Fox River Paper Co. v. Railroad 
Commission (1927) 274 US 651, 71 
L ed 1279, 47 S Ct 669. 

The order of the Commission is 
affirmed. 





ILLINOIS COMMERCE COMMISSION 


Re North Shore Gas Company 


No. 33264 
January 8, 1946 


PPLICATION for authority to change from manufactured gas 
A to natural gas service, for approval of revised rate sched- 
ules, and for authority to amortize cost of coke oven gas plant; 

granted subject to conditions. 


Service, § 254 — Gas — Substitution of natural gas. 


1. A company furnishing manufactured gas service should be authorized 
to change its entire system to service by natural gas, under lower rate 
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schedules, where its gas plant is inadequate, the cost of coal has increased, 
and an adequate supply of natural gas will become available, p. 151. 


‘MAccounting, § 14 — Amortization of gas plant — Change to natural gas. 


2. A company which is authorized to change from manufactured gas serv- 
ice to natural gas service should be authorized to amortize its present coke 
oven plant where the plant is unsuitable for use as a standby reserve, juris- 
diction being reserved for the purpose of directing further details with 


respect to amortization, p. 151. 


m@ By the Commission: On Novem- 
ber 8, 1945, the North Shore Gas 
ompany filed its petition in the 

mabove-entitled matter. On December 

4, 1945, an amendment to the said 

ingpetition was filed. Pursuant to due 

i@motice as required by law and by the 
rules and regulations of the Commis- 
ion, hearings were held at the offices 
of the Commission in Chicago on 
aNovember 28, 1945, and on December 

7, 1945. At the said hearings peti- 

tioner was represented by counsel and 


appearances were also entered on be- 
half of the cities and villages of North 
Chicago, Lake Bluff, Lake Forest, 


Winnetka, and Glencoe. The Zion 
Industries, Inc., was granted leave to 
intervene in the said proceedings and 
appeared at the said hearings. 

The application as amended seeks 
authorization of this Commission to 
change the type and heating value of 
the gas distributed by petitioner in 
certain cities and villages served by 
it, the approval of revised and re- 
duced rate schedules, the authoriza- 
tion of abandonment of the opera- 
tion of petitioner’s coke oven plant, 
and amortization of the said plant, 
and for a certificate of convenience 
and necessity to construct, operate 
and maintain a certain 12-inch gas 
distribution main for the enlargement 
of petitioner’s gas distribution sys- 


151 


[1, 2] The proposal of the petition- 
er in brief is to change over its en- 
tire system from service by manufac- 
tured gas to service by natural gas. 
The manufactured gas now supplied to 
consumers is obtained mainly from a 
coke oven gas plant located in Wau- 
kegan. This plant, as shown by the 
evidence, has become inadequate to 
supply the needs of the public in the 
territory. The coal used to produce 
this gas is West Virginia coal and the 
cost of that coal has increased from 
$3.48 per ton (into the ovens) in 1933 
to $6.09 per ton in 1945. The peti- 
tioner has been unable to attach new 
and additional customers since 1942 
and in the year 1942 had a serious in- 
terruption of supply. An adequate 
supply of natural gas will become 
available to the petitioner if certain 
authorities are granted in a proceeding 
now pending before the Federal Pow- 
er Commission, and the proposal of 
the petitioner in the case now before 
the Illinois Commerce Commission is 
contingent upon the outcome of said 
proceedings before the Federal Power 
Commission. The petitioner pro- 
poses in the event that the change-over 
to natural gas is made, to file new rate 
schedules which will represent a sub- 
stantial saving to customers as com- 
pared with the present rates for service 
by manufactured gas, afid also pro- 
poses to bear the expense of adjusting, 
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customers’ appliances to permit the 
use of natural gas. 

The Commission has received com- 
munications from the following cities 
and villages, some in the form of reso- 
lutions and others in more informal 
manner, but all approving the pro- 
posed change-over and suggesting 
favorable and speedy action by the 
Commission; Deerfield, Grays Lake, 
Highland Park, Lake Bluff, Lake 
Forest, Libertyville, Mundelein, Wau- 
kegan, Winnetka, Winthrop Harbor, 
and Zion. No representations have 
been made to the Commission in oppo- 
sition to the said plan either by munic- 
ipalities or any other parties. The 
city of Lake Forest presented a wit- 
ness whose testimony supports the 
proposal of the petitioner. 

There appears to be urgency with 
respect to the change-over to natural 


gas, primarily in order that adequate 
gas service be rendered to the public 
in this territory but also in order that 
the public receive the benefit of the 


lower rates. In view of this fact the 
Commission will enter its order at the 
present time with respect to the mat- 
ter of change-over, rates, and certifi- 
cate of convenience and necessity, and 
will also authorize the amortization 
of the Waukegan coke oven plant but 
will reserve jurisdiction for the pur- 
pose of directing further details with 
respect to the said amortization. In 
this connection it may be pointed out 
that the Waukegan coke oven plant is 
unsuitable for use as a standby reserve 
for the reason that a coke oven plant 
cannot be put into service quickly but 
requires a long period of warming up 
and, when out of service for a con- 
siderable length of time, may require 
considerable replacement of refractory 
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brick or other material before the 
plant can again be placed in operation, 
This explanation is made for the rea. 
son that some suggestions have been 
made in connection with this pro. 
ceeding that the said plant be retained 
for standby purposes. 

The Commission having considered 
the aforesaid petition as amended and 
all of the evidence, both oral and docu- 
mentary, the statements of counsel and 
others who have entered appearance, 
and being fully advised in the premises, 
is of the opinion and finds: 

(1) that ‘the North Shore Gas 
Company, petitioner, is a corporation 
duly organized and existing under the 
laws of the state of Illinois and is en- 
gaged with charter powers so to do in 
the manufacture, distribution, and sale 
of gas to the public in various munici- 
palities and communities in Cook and 
Lake counties in the state of Illinois, 
and is a public utility within the mean- 
ing of “An act concerning public utili- 
ties,’ as amended; 

(2) that petitioner is now furnish- 
ing to the public in the said territory 
manufactured gas having an average 
heating value where it is produced of 
approximately 565 stu per cubic foot 
and that the said gas is so distributed 
in and about the cities and villages of 
Bannockburn, Deerfield, Glencoe, 
Grays Lake, Gurnee, Highland Park, 
Highwood, Lake Bluff, Lake Forest, 
Libertyville, Mundelein, North Chi- 
cago, Russell, Thornbury, Waukegan, 
Winnetka, Winthrop Harbor, and 
Zion ; 

(3) that, contingent on the out- 
come of certain proceedings now pend- 
ing before the Federal Power Comn- 
mission, petitioner will have available 
for distribution to the public in substi- 
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tution for the said manufactured gas, 
an adequate supply of natural gas and 
that petitioner proposes the distribu- 
tion and sale to the public of straight 
natural gas having a heating value of 
approximately 1,000 Bru per cubic 
foot ; 

(4) that the schedule of rates for 
natural gas service which petitioner 
proposes to make effective in each of 
the cities and villages specified and 
in their environs, will result in an 
average over-all saving to the present 
customers of petitioner of approxi- 
mately 13.8 per cent and will not re- 
sult in increasing the bills of any of 
the present customers ; 

(5) that the proposed change in 
heating value of gas through the pro- 
posed change-over will result in a 


material increase in the capacity of pe- . 


titioner’s storage, transmission and 
distribution system and facilities by 
reason of the increased thermal con- 
tent of the gas, and that both by rea- 
son of the said increased thermal con- 
tent of the gas and by reason of the 
change in source of supply and by 
reason of new construction pursuant to 
the certificate of convenience and ne- 
cessity herein authorized the ability of 
the petitioner to render adequate gas 
service to the public will be greatly in- 
creased ; 

(6) that in connection with the 
aforesaid change-over it will be neces- 
sary to make certain adjustments in 
consumers’ gas burning appliances and 
that petitioner should at its own ex- 
pense as soon as it starts the distribu- 
tion of straight natural gas in the 
aforesaid communities proceed with 
reasonable dispatch to make, or cause 
to be made, necessary and appropriate 
adjustments or changes in consumers’ 
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gas burning appliances, all to the end 
that the said appliances be arranged 
to utilize with reasonable efficiency 
natural gas having a thermal content 
of approximately 1,000 sru per cubic 
foot; 

(7) that the coke oven plant of the 
petitioner located in Waukegan is not 
suitable for use as a standby reserve 
and that the petitioner should be au- 
thorized to discontinue the operation 
of the said plant at the time of the 
change-over from manufactured to 
natural gas, and with respect to the 
amortization of the said plant the Com- 
mission will issue its further and sup- 
plemental order prescribing the man- 
ner and details of the said amortiza- 
tion ; 

(8) that petitioner should be au- 
thorized to discontinue the supplying 
of manufactured gas in the cities and 
villages above specified and in their 
environs and to substitute in lieu there- 
of straight natural gas having a heat- 
ing value of approximately 1,000 stu 
per cubic foot and to file and make 
effective a schedule of rates covering 
natural gas in the form of petitioner’s 
Exhibits 2 and 2-A as filed in this 
proceeding, such schedule to become 
effective for each of the said cities and 
villages and their environs upon the 
substitution therein of the proposed 
natural gas service for the present 
manufactured gas service, which 
schedules shall thereupon supersede 
and cancel the petitioner’s existing 
schedules for manufactured gas serv- 
ice in the said communities ; 

(9) that in connection with the 
change from manufactured to natural 
gas service it will be necessary for 
petitioner to enlarge its present dis- 
tribution system and to construct, 


62 PUR(NS) 








ILLINOIS COMMERCE COMMISSION 


operate, and maintain a 12-inch gas 
distribution main from a point just 
southeast of the town of Grays Lake, 
Lake county, Illinois, to run in a gen- 
eral easterly direction through the pe- 
titioner’s service territory connecting 
with existing gas mains running north 
and south, and to construct such dis- 
tribution main along the route gener- 
ally described as follows: 
Commencing on the south side of the 
unimproved road known as Peterson 
road at approximately the northwest 
corner of the southwest quarter of sec- 
tion 7, township 44 north, range 11, 
east of the third principal meridian, 
county of lake, state of Illinois, and ex- 
tending. eastwardly approximately 


3,160 feet on said Peterson road right 
of way through the above-mentioned 
section 7, township 44 north, range 11, 
east of the third principal meridian, to 


the intersection of Peterson road with 
Milwaukee road (state route 21), 
thence continuing eastwardly approx- 
imately 8,700 feet along south side of 
said Milwaukee road right of way to 
the intersection of Milwaukee road 
with state route 63 and Buckley road 
(state route 20), thence eastwardly 
approximately 19,475 feet on the south 
side of Buckley road right of way to 
the intersection of Buckley road with 
Telegraph road (state route 42-A), 
thence approximately 8,275 feet on 
the south side of Buckley road right 
of way to the intersection of Buckley 
road and Green Bay and Downey 
roads, said intersection known as Five 
Points, and thence eastwardly approxi- 
mately 5,000 feet on Downey road to 
Sheridan road (state route 42) in the 
northwest quarter of section 9, town- 
ship 44 north, range 12, east of the 
third principal meridian. 


(10) that it may be necessary for 
petitioner to use an alternate route in 
place of a portion of the above route, 
the above route and the alternate route 
having been approved by the state 
highway department and the use of an 
alternate route being dependent upon 
certain improvements to be made by 
the state of Illinois highway depart. 
ment, said alternate route to conform 
with the above-described route only 
to the point mentioned on Buckley 
road at the intersection of Telegraph 
road (state route 42-A), northeast 
quarter of section 12, township 44 
north, range 11, east of the third 
principal meridian, from which point 
the alternate plan is as follows: “To 
extend southwardly approximately 
12,700 feet on Telegraph road to the 
intersection of Rockland road in the 
northwest quarter of section 19, town- 
ship 44 north, range 12, east of the 
third principal meridian, and to ex- 
tend north from above-mentioned point 
at Buckley road and Telegraph road 
one mile plus or minus on Telegraph 
road and thence eastwardly through 
a part of section 1, township 44 north, 
range 11, east of the third principal 
meridian, through sections 6, 5, and 
4, township 44 north, range 12, east 
of the third principal meridian, into 
the city of North Chicago”; said 
route and alternate route being 
designated on the plat received in ev- 
idence as  petitioner’s Exhibit 9; 
and 

(11) that a certificate of conven- 
ience and necessity should be granted 
to petitioner for the construction, 
operation, and maintenance of gas 
mains along the routes hereinabove 
specified. 
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CAPITAL ELECTRIC POWER ASSOCIATION vy. FRANKS 


W. B. 


No. 35976 
— Miss —, 23 So2d 922 
December 10, 1945 


MISSISSIPPI SUPREME COURT 


Capital Electric Power Association 


Franks 


N BANC. APPEAL from court decree perpetuating a manda- 
tory imjunction requiring a power company to resume 
service; reversed. 


1. An electric utility is entitled to payment for current according to a cor- 
rect registration regardless of who was responsible for current being de- 


ch point Payment, § 24 — Liability — Meter tampering. 
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payment, p. 158. 


APPEARANCES: W. E. Gore and 
John G. Burkett, both of Jackson, for 
appellant; H. C. Stringer and L. L. 
Shelton, both of Jackson, for appellee. 


McGEHEE, J.: This appeal is from 
a decree that perpetuated a mandatory 


conven § injunction which required the appel- 
granted lant to resume the furnishing of elec- 
ruction, B tric current to the place of business 
of gasHand home of the appellee on U.S. 


inabove § Highway 51, about 12 miles south of 


the city of Jackson. The motion to dis- 
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Service, § 213 — Damages suffered by denial — Nonpayment. 
2. An electric utility is not liable for damages sustained by a consumer 
because of discontinuance of service for nonpayment where the right to 
discontinue under such circumstances is reserved in the contract, p. 158. 
Injunction, § 32 — Restoration of service — Discontinuance for nonpayment. 
3. A consumer may not compel restoration of service where, in accord- 
ance with the terms of a contract, 


service has been discontinued for non- 


Costs — Attorney's fees — Dissolution of injunction. 
4. Attorney’s fees are not recoverable for dissolution of injunction where 
injunction was merely an auxiliary to principal equitable relief sought and 
motion to dissolve was not heard in advance of trial on the merits, p. 159. 


* 


solve the temporary injunction which 
had successfully compelled the service 
to be resumed was heard on bill of 
complaint, answer, cross bill, and oral 
proof at a final hearing. 

The appellant is one of the many 
corporations engaged in this state in 
supplying electric current to its mem- 
bers, and not to the general public, 
under the authority of the Federal 
agency known as the Rural Electrical 
Authority, and it operates on a non- 
62 PUR(NS) 
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profit basis. Each member of the as- 
sociation is required to pay a member- 
ship fee of $5, and to pay for such 
electric current as he may use. The 
rates are fixed by the association at 
such an amount as is deemed sufficient 
to take care of the annual instalments 
on a loan from the Federal govern- 
ment, interest and operating expenses, 
and each member agrees, as a condition 
of continued membership, that he will 
comply with the provisions of the 
charter and bylaws, and rules and reg- 
ulations, of the association as to pay- 
ing for such electric power as may be 
furnished to him, but a member is not 
in any manner personally liable for 
the debts of the association. 

At the beginning of the contractual 
relations between the association and 
one of its members, their agreement 
is evidenced by a written contract 


whereby the member agrees to pay 
monthly the rates that are fixed by the 
board of directors, and that he will 
comply with the charter and bylaws of 
the association, and such rules and reg- 
ulations as may from time to time be 


adopted by it. If the member com- 
plies with the terms of the contract in 
the foregoing particulars, the associa- 
tion is obligated to continue the elec- 
tric service in force for one year, and 
thereafter until canceled by at least 
thirty days’ written notice given by 
either party to the other. But, of 
course, the association is not obligated 
to furnish the service for the period 
of one year or longer unless the mem- 
ber shall have paid for the service ren- 
dered when the compensation therefor 
shall become due and payable. Aside 
from the provisions of such contract, 
one of which was entered into by the 
parties in the instant case, the associa- 
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tion has stipulated in writing on each 
monthly bill rendered that it “Reserves 
the right to discontinue service at any 
time for nonpayment of arrears.” 

The proof on behalf of the appellant 
shows that on June 7, 1944, the appel- 
lee moved into the place of business 
and residence formerly occupied by 
one Itell at the location hereinbefore 
mentioned. Thereupon, a meter wz 
installed to register the electric cur- 
rent to be furnished to him and there 
was begun the contractual relation 
hereinabove set forth. Electric cur- 
rent was thereafter supplied to the 
store, filling station, and residence of 
the appellee. 

On or about July 15, 1944, the 
meter was read by an employee of the 
association for the period ending on 
that date, and the reading disclosed 
that only 35 kilowatts had been used, 
although a normal use under the cir- 
cumstances would have been approxi- 
mately five times that amount. At 
the time of the reading of said meter, 
the employee of the association dis- 
covered that the same was not then 
registering although it was in good 
condition and the lights were burning; 
that upon throwing the switch, which 
should have cut off the lights, they 
continued to burn; that thereupon an 
employee of the appellee pointed out to 
the meter reader where the line had 
been tapped so as to detour the cur- 
rent around the meter; that the in- 
side wall of the building had been 
newly painted and that there were dir- 
ty finger smudges on the paint around 
a bracket under which the device was 
later found to have becn connected; 
that this employee of the association 
did not then make an examination but 
reported it to his general manager, 
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and that the general manager visited 
the appellee’s place of business and as- 
certained the manner in which the 
current was being detoured around 
the meter ; that he did not remove this 
contrivance, which is referred to in the 
evidence as “jumper,” for the reason 
that it could be readily reinstalled by 
anyone desiring to do so; that the gen- 
eral manager thereupon caused a 
check meter to be installed on a pole 
off the premises of the appellee; and 
that on July 19, 1944, the general 
manager wrote to the appellee the fol- 
lowing letter: “We enclose our bill 
covering estimated unauthorized serv- 
ice which you received during the 
period closing July 15, 1944. This 
service was tapped before being me- 
tered, and was inspected by the writer. 
We have set a check meter on this 
service, and your billing hereafter will 
be as per reading on this meter. It will 
be necessary for you to make payment 
on this enclosed bill, or your service 
will be discontinued.” 


That upon receipt of the foregoing 
letter, the appellee paid this $5 extra 
charge, and continued to pay each 
month the bills rendered according to 
the check meter until March 15, 1945, 
knowing that in the meantime the em- 
ployees of the association were not 
reading the meter on the wall inside 
his place of business, and thereby ac- 
quiesced in, and ratified the action of, 
the association in charging for the cur- 
rent furnished as registered by the 
check meter. 

That upon receipt by the appellee of 
the bill for the month beginning Feb- 
tuary 15 and ending March 15, 1945, 
and which was for an amount much 
in excess of previous bills, due to the 
fact that during February the appellee 
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had installed several chicken brooders 
in which he was supplying the neces- 
sary heat to approximately 1,500 little 
chickens, he refused to pay the bill for 
that period, complaining that the 
check meter was registering more than 
the meter on the wall in his place of 
business by a difference of about 300 
kilowatts. That thereupon the gen- 
eral manager of the association caused 
the check meter to be reread to ascer- 
tain if any mistake had been made and 
found it to be registering correctly. 
That the appellee still declined to pay 
the bill after consulting his attorney 
in regard thereto. That thereupon the 
general manager went to the appellee’s 
place of business and gave him the 
choice of either paying the bill or hav- 
ing the service discontinued. Appel- 
lee continued such refusal to pay, 
and with the result that the serv- 
ice was discontinued on March 29, 
1945. . 

That shortly thereafter the tempo- 
rary mandatory injunction was issued 
whereby the association was com- 
manded and required to reinstate the 
service and to install a meter on the 
premises of the appellee. That this 
was promptly done, and with the re- 
sult that for a period of time there- 
after this new meter, which was ac- 
cessible to the appellee, registered only 
the use of 49 kilowatts of power, 
whereas it should have shown to regis- 
ter several hundred, according to the 
check meter which was shown without 
dispute to be giving a correct regis- 
tration. That thereupon the general 
manager moved the new meter to an- 
other place on the premises of the ap- 
pellee, but where it was no longer ac- 
cessible to him, when it began to reg- 
ister the correct amount in accordance 
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with the registration on the check 
meter. 

The foregoing proof on behalf of the 
appellant was disputed by the testi- 
mony on behalf of the appellee to the 
extent that his employee denied hav- 
ing pointed out to the representative 
of the association the place where the 
line was being tapped and the current 
detoured around the meter, and to the 
further extent that the appellee denied 
any responsibility in connection with 
this contrivance, and said that the me- 
ter on the wall in his place of business 
was registering at all times whenever 
he looked at it, and claimed that al- 
though the main line had been uninsu- 
lated in two places and then the ex- 
posed ends of some small wires had 
been connected thereto, he removed 
the same when he took possession of 
the building. However, he did not call 


this attempt of some one to tap the 
wires to the attention of the associa- 
tion at the time the meter was first 
installed. 


He also denied having received the 
letter from the association hereinbe- 
fore quoted, but he later admitted re- 
ceiving a letter, which he did not pro- 
duce, in connection with the bill for the 
extra charge of $5 mentioned in the 
quoted letter. 

[1-3] Under our view of the case, 
the appellant was entitled to require 
payment for the current according to 
a correct registration without regard 
to who was responsible for the cur- 
rent being detoured around the meter 
which was on the wall in the store 
building, since it appears to have been 
conclusively shown that for some rea- 
son the association could not get a cor- 
rect registration of the current while 
either this meter or the one installed 
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under the writ of injunction was ac- 
cessible to whoever was interfering 
with the wiring on the premises. 

It was not until after the temporary 
mandatory injunction was obtained 
that the appellee made a tender, either 
legal or otherwise, of the amount that 
he admitted or claimed to be acutally 
due. At any rate, we are of the opin- 
ion that the mandatory injunction 
should have been dissolved and that a 
decree should be rendered here accord- 
ingly. 

The decree of the trial court errone- 
ously relieves the appellee of paying 
any amount for the current used by 
him from February 15 to March 15, 
1945. Up to the date of the trial the 
proof discloses that the appellee owed 
the sum of $70.14, and the correctness 
of the claim of the appellant for actual 
damages other than its claim for at- 
torney’s fees upon a dissolution of the 
injunction, and amounting to the total 
sum of $130.94, including the $70.14 
demanded, is not disputed, except as 
to that part of the $70.14 which was 
in dispute when the suit was filed. 

From the foregoing conclusions it 
follows that the appellant is entitled to 
a decree here dissolving the injunction, 
and an award of $130.14 for current 
furnished, and as damages sustained 
to the date of the trial. That the ap- 
pellee is not entitled to relief under his 
cross-appeal, for the reason that any 
damages that he may have sustained 
in the loss of chickens and the opera- 
tion of his business due to the heat 
and lights being discontinued, on ac- 
count of the nonpayment of a past due 
bill for current furnished him is not 
recoverable, since the defendant asso- 
ciation reserved the right to take such 
action under these circumstances. 
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[4] No attorney’s fees are recover- 
able by the appellant, for the reason 
that the suit was one both for injunc- 
tive relief and the recovery of damages 
on account of the alleged loss of sev- 
eral hundred of the young chickens, 
and interference with the operation of 
the store and filling station, and the 
motion to dissolve the injunction was 
not heard in advance of the trial on 
the merits, the record showing that the 
entire cause was heard on the merits 
and that the same was treated as a 
final hearing. “It is thoroughly set- 
tled that, under the general statutes— 
other than those fixing the 5 per 
centum as damages—solicitors’ fees 
are allowable as part of the damages 
for procuring the dissolution of an in- 


junction; but such fees are not allow- 
able for defending the suit on its 
merits when the injunction was a mere 
incident thereto, or for obtaining af- 
firmative relief therein by means of a 
cross bill. If the suit be for an in- 
junction alone and for no other relief 
solicitor’s fees for dissolution must 
be allowed, but where the injunc- 
tion is sued out merely in aid of or 
as auxiliary to the principal equi- 
table relief sought, and the entire case 
is heard finally, and not separately 
on any preliminary motion to dis- 
solve, solicitor’s fees should not be 
allowed.” 

Reversed and judgment here for the 
appellant on direct appeal ; affirmed on 
cross-appeal. 





NEW YORK SUPREME COURT, SPECIAL TERM, BROOME COUNTY 


G. Doyle Bartholomew 


Village of Endicott et al. 


— Misc —, 59 NYS2d 84 
December 14, 1945 


M OTION to dismiss complaint for insufficiency in a taxpayer's 
action to prevent village from entering into contract to 
purchase electricity; motion denied as to first cause of action and 


granted as to other causes. 


See also (1945) — Misc —, 62 


PUR(NS) post, p. 163, 59 NYS2d 89. 


Municipalities, § 9 — Taxpayer's action — Legality of contract — Purchase of 


electricity. 


1. The question involved in a taxpayer’s action to prevent a municipality 
from contracting to buy electricity is not whether the contract is the best 
that could be made but whether it is legal, since in the former field the 
discretion and judgment of the municipal board is supreme, while in the 


latter field it has no choice, p. 161. 
159 
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Municipal plants, § 17 — Public benefit — Limitation by contract — Illegal of. 


ficial act. 


2. The power to establish and operate public utility service is for the pub- 
lic benefit and legislative in character, and any attempt by contract to 
limit or curtail its exercise constitutes an illegal official act, p. 161. 


Municipal plants, § 20 — Validity of contract for power — Restriction on opera- 


tion. 


3. A clause, in a contract by a municipality for the purchase of electricity 
from an electric company, limiting the right of the municipality to operate 
or expand its public utility service, is not merely illegal, but also a peril 
to public rights and interests, p. 161. 
Municipalities, § 9 — Contract ambiguity — Illegal official act. 

4. Ambiguity or indefiniteness in a power contract between a municipality 
and an electric company is not sufficient to characterize such contract an 
illegal official act or waste of public property, p. 162. 


Municipalities, § 9 — Purchase of electricity — Public works. 


5. A contract for the purchase of electricity by a municipali 


from an 


electric utility is not a contract relating to public works, p. 162. 


Pleading, § 12 — Motion to dismiss. 


6. The facts alleged in the complaint are all that may be considered in 
deciding a motion to dismiss for failure to allege facts sufficient to con- 


stitute a cause of action, p. 162. 


Municipal plants, § 26 — Taxpayer's action to prevent contract — Pleading. 
7. Allegations that petitions are being circulated for the extension of a 
municipal plant are too speculative to constitute a cause of action, in a tax- 
payer’s action to prevent the municipality from entering into a supply con- 
- tract which contains a limitation on the municipal right to enlarge its elec- 
tric system, because of the remoteness between the circulation of the 
petitions and the actual extension of the system, p. 162. 


Courts, § 4 — Jurisdiction — Legislative policy. 
Recognition of rule that courts are without jurisdiction over questions of 
legislative policy or administrative discretion, p. 161. 


Service, § 129 — Duty to serve competitor. 


Recognition of rule that an electric company cannot be compelled to sell 
energy to a municipality to be used in competition with it, p. 161. 


APPEARANCES: Leonhardt W. 
Wagner, of Endicott, for the village; 
Thomas A. MacClary, of Endicott, 
for defendants other than village of 
Endicott, in support of the motion; 
Richard A. Battaglini, of Woodside, 
for plaintiff, in opposition; Keenan, 
Harrison & Coughlin, of Binghamton 
(Neil G. Harrison, of Binghamton, 
counsel present), amicus curiae. 


62 PUR(NS) 


Deyo, J.: This is a taxpayer’s ac- 
tion brought pursuant to § 51 of the 
General Municipal Law.. This section 
permits such an action “to prevent 
any illegal official act or to 
prevent waste The question 
involved is the anticipated signing by 
the defendants of a new contract for 
electric current for village purposes 
and for re-sale by the village through 


” 
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its own municipal distribution system 
which at present serves only a portion 
of the village. 

[1-3] The first cause of action is 
based upon a clause in the proposed 
contract whereby the defendants agree 
that the village shall “confine its elec- 
tric operations and sales to that por- 
tion of the village” already being 
served by the municipal system. In 
other words, it is suggested that the 
village agree not to extend, increase 
or enlarge its present system. It is 
alleged that any such agreement is 
illegal in that, among other things, it 
constitutes an attempt on the part of 
the board of trustees to contract away 
the rights of the village, and hence 
would curtail and deprive the board 
and its successors of the power to per- 
form their public functions. 

I am fully in accord with the defend- 
ants’ argument that a court will not 
and must not sit in judgment upon 
questions of legislative policy or ad- 
ministrative discretion. Campbell v. 
New York (1927) 244 NY 317, 328, 
155 NE 628, 631, 50 ALR 1473. I 
am equally in agreement with the con- 
tention that the electric company with 
whom the contract is to be made 
should not and cannot be compelled 
to sell energy to the village to be used 
in competition against it. People ex 
rel. New York Edison Co. v. Public 
Service Commission, 191 App Div 
237, 245, PUR1920C 526, 181 NYS 
259, 265, affirmed (1920) 230 NY 
574, 130 NE 899; New York State 
Electric & Gas Corp. v. Endicott (Sup. 
Ct. Otsego Co., Nov. 9, 1940, Mc- 
Naught, J., not reported). How- 
ever, these are not the questions which 
are raised by the first cause of action, 
as I read it. The allegations are that 


[11] 
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the restraining clause whereby the 
village would agree “to confine its 
electrical operations and sales” con- 
tracts away the right of this and any 
future village administration from 
augmenting, increasing, enlarging, or 
extending in any way its present mu- 
nicipal light system for the duration 
of the agreement. The question is 
not whether this is the best contract, 
but whether it is a legal contract. In 
the former field, the discretion and 
judgment of the board is supreme, in 
the latter field they have no choice. 

Article 14-A of the General Mu- 
nicipal Law and Art. 10 of the Vil- 
lage Law grant to municipal corpo- 
rations the right to establish, own, 
operate, and extend public utility serv- 
ices. Under the clause in question, 
neither these defendants nor their suc- 
cessors could do what the law specifi- 
cally authorizes them to do. Con- 
tracts may not be made limiting the 
exercise of such rights. The power to 
establish and operate public utility 
services is for the public benefit and 
is legislative in character. Its ex- 
ercise cannot be limited or curtailed 
by contract. (Wells v. East Aurora 
[1932] 236 App Div 474, 259 NYS 
598; Belden v. Niagara Falls [1930] 
230 App Div 601, 245 NYS 510), 
and any attempt to do so constitutes 
an “illegal official act.” 

I am not unmindful of the line of 
decisions holding that mere illegality 
is not enough to justify a taxpayer’s 
action under § 51 of the General Mu- 
nicipal Law. Western New York 
Water Co. v. Buffalo (1926) 242 NY 
202, 151 NE 207; Altschul v. Lud- 
wig (1916) 216 NY 459, 111 NE 
216. In the instant case, however, 
something more than mere illegality 
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is involved. The threatened illegal 
official act would deprive the village 
of the right to enlarge its municipal 
light system should the time come 
when it deemed such enlargement ad- 
visable. Therefore, the threatened 
illegal act is not trivial and innocuous, 
but rather, one which imperils public 
rights and interests. 

I do not base my decision on the 
plaintiff’s argument that the restrain- 
ing clause constitutes a restraint of 
trade or a gratuity to the electric com- 
pany or anyone else. Obviously, it is 
part of the proposed bargain and from 
all that appears is supported by ample 
consideration. The objection as I see 


it, is that regardless of consideration 
and regardless of intention or motives, 
this particular clause denies to the 
village and to future village boards 
rights and prerogatives which the law 


says they may exercise. As was said 
in Parfitt v. Ferguson (1896) 3 App 
Div 176, 182, 38 NYS 466, 470, af- 
firmed (1899) 159 NY 111, 53 NE 
707: “It is too plain to require argu- 
ment that the members of the board 
could not enter into a contract not to 
perform any of the duties which the 
law devolved upon them, nor could 
the board, as it existed in 1889, do any 
act that would deprive another board 
from exercising any of the powers 
delegated to it by the statute. Any at- 
tempt to curtail or deprive themselves 
or any of their successors of the right 
or power to perform their public func- 
tions would be against public policy, 
and void.” 

Nothing contained herein is con- 
trary to the late Justice McNaught’s 
decision already referred to, since in 
that case the learned justice specifical- 
ly stated that in view of a certain stip- 


62 PUR(NS) 


162 


ulation between the parties he was 
limiting his decision to whether or not 
the contract was then in force, and i 
so, whether the village had the right to 
sell current furnished thereunder out- 
side of the restricted area. The legal- 
ity of any clause similar to the one 
herein involved was neither men- 
tioned nor determined. 

[4] I find no merit in the allega- 
tions constituting the second cause of 
action. The provisions of the contract 
therein attacked as vague, indefinite, 
and uncertain as to time, clearly state 
that either party may limit the dura- 
tion of the agreement to the 5-year 
minimum by giving the required no- 
tice. In any event, even if ambiguity 
were present, that in itself would not 
constitute an illegal official act or 
waste of public property, within the 
intent and meaning of § 51 of the Ger- 
eral Municipal Law. Campbell v. 
New York, supra. 

[5, 6] Similarly, the allegations con- 
stituting the third cause of action are 
insufficient as a matter of law. It re- 
quires a much more vivid imagination 
than I possess to interpret the con- 
tract under consideration as one re- 
lating to public works, and hence with- 
in the purview of § 15 of the Public 
Works Law. Technically, this cause 
of action is also faulty in that the com- 
plaint, and it is the complaint alone 
that may be considered, does not allege 
that the “public work” to be performed 
is in excess of $2,500. 

[7] As a fourth cause of action the 
plaintiff alleges that a petition is being 
circulated asking for a referendum on 
the proposition of the extension of the 
municipal light system which, if had 
and approved, would commit the vil- 
lage to a program of expansion which 
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it could not undertake during the life 
of the contract. In view of my deci- 
sion on the first cause of action, the 
plaintiff's fears become groundless. 
Standing alone, however, no cause of 
action is stated. The theory seems to 
be that if the petition is circulated, and 
if it is presented and if the referendum 
is held, and if it results favorably to 
the proposition, there would be con- 
flict with the contract if that was also 
signed, which would result in a waste 
of public funds. Two more “ifs” 
should be added to complete the pic- 
ture; if the village board should pay 
any attention to the petition, and if the 
same body should follow an affirma- 
tive vote on the proposition, for I 
know of no provision of law which 
commands the board to recognize 
either such petition or referendum. If 
the plaintiff has Art 10 of the Village 
Law in mind, I call his attention to the 
amendments made by Chap 710 of the 
Laws of 1943, effective September 2, 
1945. In any event, the allegations 


are much too speculative to constitute 
a cause of action. 

The allegations comprising the fifth 
cause of action at best merely reiterate 
the contention made under the first 
cause of action, namely, that any 
agreement on the part of the defend- 
ants to confine and circumscribe the 
electric activities of the village, con- 
stitute an illegal official act. Hence, 
this cause of action is but repetitious 
and will be dismissed. 

To summarize, the motion to dis- 
miss the complaint will be granted as 
to the second, third, fourth, and fifth 
causes of action, but will be denied as 
to the first cause of action on the 
grounds that any contract whereby 
the village board attempts to limit 
the right of the village to operate or 
expand its public utility service is an 
illegal official act within the intent and 
meaning of § 51 of the General Mu- 
nicipal Law. 

Submit order in accordance with 
the foregoing. 








NEW YORK SUPREME COURT, SPECIAL TERM, BROOME COUNTY 


G. Doyle Bartholomew 


Village of Endicott et al. 


— Misc —, 59 NYS2d 89 
December 15, 1945 


OTION for temporary injunction in a taxpayer's action to 
M prevent municipal officials from entering into contract for 
purchase of electricity; motion granted. See also (1945) — 

Misc. —, 62 PUR(NS) ante, p. 159, 59 NYS2d 84. 
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Injunction, § 38 — Damage during pendency of action. 
1. A temporary injunction will issue where it appears from the complaint 
that the plaintiff is entitled to the final relief for which the action is brought, 
the papers show that the act sought to be restrained is unlawful, and con- 
tinuation of such acts during the pendency of litigation will injure the plain- 
tiff, although the granting or withholding of a temporary injunction usually 
rests in the discretion of the court, p. 164. 

Injunction, § 37 — Temporary — Taxpayers’ actions. 
2. Temporary injunctions are allowed in taxpayers’ actions against mu- 
nicipalities unless it clearly appears from the complaint that the plaintiff 
is not entitled to the ultimate relief which he seeks, p. 165. 


Injunction, § 38 — Temporary — Taxpayer's action — Damage to taxpayer. 
3. Damage to the plaintiff as an individual need not be shown on a tax- 
payer’s motion for a temporary injunction against a municipality where 
the official act complained of is illegal, p. 165. 

Injunction, § 41 — Scope — Restraint on illegal contract. 

4. A temporary injunction, granted in a taxpayer’s action to prevent mu- 
nicipal officials from contracting away the right to extend electric service, 
is effective only as a limitation on municipal contracts possessing “restraint 
of extension” clause and does not affect the officials’ right to make any 
legal contract for the purchase of electricity, p. 165. 


APPEARANCES: Richard A. Bat- 


taglini, of Woodside, for plaintiff, in 
support of the motion; Leonardt W. 
Wagner, of Endicott, for the village; 
Thomas A. MacClary, of Endicott, 
for individual defendants, in opposi- 


tion thereto; Keenan, Harrison & 
Coughlin, of Binghamton (Neil G. 
Harrison, of Binghamton, counsel 
present), amicus curiae. 


Deyo, J.: This is a taxpayer’s ac- 
tion brought pursuant to § 51 of the 
General Municipal Law to prevent the 
defendants from entering into a certain 
contract for the purchase of electricity 
for municipal purposes and for resale 
through its own municipal distribution 
system. It is alleged that a clause in 
the proposed contract whereby the 
village agrees to “confine its electric 
operations and sales to that portion of 
the village” already served by the 
municipal system, constitutes an im- 
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proper and unauthorized limitation 
upon this and future village adminis- 
trations and is, therefore, an “illegal 
official act.” The complaint has been 
held to state a cause of action in this 
regard. (1945) — Misc —, 62 PUR 
(NS) ante, p. 159, 59 NYS2d 84, 
Deyo, J. Now the question is wheth- 
er a temporary injunction should be 
granted under § 877 of the Civil Prac- 
tice Act, restraining the defendants 
from signing such contract pending 
the trial of the issues. 

[1] Although the granting or with- 
holding of a temporary injunction 
rests allegedly in the discretion of the 
court (Jenkins v. Marsh [1929] 225 
App Div 401, 233 NYS 360), gener- 
ally speaking, where it appears from 
the complaint that the plaintiff is en- 
titled to the final relief, for which the 
action is brought; the papers show 
that the act sought to be restrained is 
unlawful and it is apparent that the 
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ontinuation of such acts during the 
pendency of the litigation will injure 
he plaintiff, a temporary injunction 
ill issue. International R. Co. v. 
Barone (1935) 246 App Div 450, 
454, 284 NYS 122, 127. 

[2, 3] Temporary injunctions are 
permissible in taxpayers’ actions 
brought pursuant to § 51 of the Gen- 
eral Municipal Law, and will be sus- 
ained by the appellate courts unless it 
early appears from the complaint 
hat the plaintiff is not entitled to the 
Itimate relief which he seeks. Rogers 
, Board of Supervisors of Westches- 
er County (1902) 77 App Div 501, 
V8 NYS 1081. In such cases damage 
o the plaintiff as an individual need 
ot be shown where the official act 
omplained of is illegal. Stockton v. 


; Brown v. 

ard (1926) 127 Misc 89, 216 NYS 
402, 406; Maloney v. Maddover 
(1912) 77 Mise 340, 343, 136 NYS 
498, 500; Farley v. Lockport (1908) 


61 Misc 417, 419, 113 NYS 702, 
704. 

[4] The motion for an injunction 
will be granted to the extent that the 
defendants, or any of them, will be 
restrained during the pendency of this 
action, from entering into any contract 
whereby they purport to agree to limit 
or confine the right of the village to 
operate or extend its public utility 
services. Nothing contained herein 
shall be construed, however, as pre- 
venting the defendants from entering 
into any contract they may deem ad- 
visable for the purchase and resale of 
electric current, including provisions 
calling for the exclusive use of such 
current in the area now served by the 
municipal system, and _ providing 
against the use of such current in 
competition with the seller, providing, 
however, the right to extend the exist- 
ing village electric system is not inter- 
fered with. 

Submit order in accordance with 
the foregoing. 





SECURITIES AND EXCHANGE COMMISSION 


Re Central States Utilities Corporation 
et al. 


File Nos. 54-42, 54-69, 59-65, Release No. 6310 
December 19, 1945 


EARING on proposed amendment to holding company liqui- 
H dation plan under § 11(e) of Holding Company Act; ac- 
tion of trial examiner in closing record overruled, maturity date 
of debentures extended, and jurisdiction to consider further 

matters reserved. 


Corporations, § 15.1 — Holding company liquidation — Participation in assets. 
1. The questions of whether debentures and preferred stock owned by a 
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holding company are entitled to priority over publicly held preferred stoc 

or whether, on the basis of principles relating to fair and equitable plans 
of reorganization, the holding company’s holdings in its subsidiary should 
be subordinated because of the manner in which the company’s predecessor 
exercised control over the subsidiary, and because of the manner and cir- 
cumstances of the creation of the debentures and of the acquisition offf,, 
debentures and preferred stock by the holding company, are relevant to al 
full determination of what is fair and equitable treatment upon the liqui- 
dation of a subholding company under § 11(e) of the Holding Company 
Act, 15 USCA § 79k(e), where the assets are insufficient to pay the pub- 
lic preferred stockholders in full, p. 172. 


Corporations, § 15.2 — Holding company liquidation — Right to hearing. 
2. Preferred stockholders are entitled to an opportunity to bring about a 
more complete development of the record in a holding company liquida- 
tion proceeding under § 11(e) of the Holding Company Act, 15 USCA 
§ 79k(e), and to adduce facts bearing on the treatment of nonsystem hold- 
ers, where the assets of the holding company being liquidated are insuf- 
ficient to pay public preferred stockholders in full, p. 172. 


Security issues, § 9 — Debenture requirements — Extension of maturity date — 


Interest payments. 


3. No interest should be paid upon debentures during the period covered 
by the extension of their maturity date, pending determination of issues 
relating to the right of debenture holders to payment of assets of a hold- 
ing company being liquidated under § 11(e) of the Holding Company 
Act, 15 USCA § 79k(e), where the assets are insufficient to pay public 
preferred stockholders in full, but a proposal to hold in escrow the interest 


accruing on the debentures during that period may be approved, p. 173. 


APPEARANCES: Simpson Thacher 
& Bartlett, by Douglas A. Calkins and 
Marshall A. Jacobs, for Ogden Cor- 
poration; Fred C. Eggerstedt, Jr., for 
Central States Power & Light Cor- 
poration; Mayer, Meyer, Austrian & 
Platt, by Millard B. Kennedy, for 
Continental Illinois National Bank & 
Trust Company of Chicago, Trustee 
for Central States Power & Light de- 
bentures ; Levinson, Becker & Peebles, 
by Jesse J. Holland, for Central Life 
Insurance Company of Illinois; Rus- 
sell M. Van Kirk, for J. S. Farlee & 
Co.; Wolf, Block, Schorr and Solis- 
Cohen, by Morris L. Forer, for cer- 
tain preferred stockholders; Bell, 
Murdoch, Paxson & Dilworth, by 
Frank B. Murdoch, for Stewart D. 
Flanagan; Arthur Goldman, for the 
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Public Utilities Division of the Com-§ 
mission. 


By the Commission: The ques- 
tions now before us relate to two pro- 
posals filed as amendments to a plan 
under § 11(e) of the Public Utility 
Holding Company Act of 1935, 15 
USCA § 79k(e), which we have 
heretofore approved and which pro- 
vides, inter alia, for the liquidation of 
Central States Power & Light Cor- 
poration (“Central States”).? Cen- 
tral States is a subsidiary of Central 
States Utilities Corporation (“Cen- 
tral Utilities’), which in turn is a 
subsidiary of Ogden Corporation 
(“Ogden”) ; all are registered public 





166 


Com- 


1Re Ogden Corp. (1943) Holdin 
(NS) 


pany Act Release No. 4307, 50 PU 


398. 





RE CENTRAL STATES UTILITIES CORP. 


tility holding companies. The liqui- 
dation of Central States has not yet 


ir- proposals, filed as part of Amendment 


No. 12 to the § 11(e) plan, provides 
or an immediate payment in advance 
of complete liquidation of 30 per cent 


-—Bof the principal amount of Central 


n hold- 


5, 15 
have 
pro- 
on of 
Cor- 
Cen- 
ntral 
‘Cen- 
is a 
ation 
uublic 


States’ 5 per cent debentures held by 
others than Ogden, together with in- 
terest on that sum to the date of its 
payment (“30 per cent proposal”).* 
The second proposal, filed jointly by 
Ogden, Central Utilities and Central 
States as Amendment No. 13 to the 
§ 11(e) plan, proposes the extension 
of the maturity date of the Central 
States debentures from January 1, 
1946, to January 1, 1947, and pro- 
vides that the interest payable on and 
after January 1, 1946, to holders of 
debentures other than Ogden should 
be either paid to such holders, placed 
in escrow pending final determination 
of the persons entitled thereto, or 


i treated in such other manner as this 


Commission shall determine to be fair 
and equitable and in furtherance of or- 
derly liquidation (“maturity exten- 
sion proposal’’). 

After appropriate notice, hearings in 
these consolidated § 11 proceedings 
relating to Ogden and its subsidiary 
companies were reconvened for con- 
sideration of Amendments 12 and 13. 
Pursuant to our direction, copies of 
our notices and orders respecting the 


hearings were sent by Central Utili- 
ties and Central States to each known 
holder of their securities. Represen- 
tatives of each class of security hold- 
ers asserting rights to participate in 
the assets of Central States appeared 
and were granted leave to participate. 
After certain evidence had been ad- 
duced relative to the proposals con- 
tained in Amendment No. 12, the staff 
of the Public Utilities Division moved 
to close the record on the 30 per cent 
proposal on the theory that, on the 
basis of the record as already de- 
veloped, the Commission should per- 
mit the payment of 30 per cent of the 
principal amount of the debentures to 
holders other than Ogden and require 
the segregation of 30 per cent of Og- 
den’s holdings. The trial examiner, 
over objection of counsel for various 
preferred stockholders of Central 
States, closed the record with respect 
to the 30 per cent proposal. Evidence 
was received and without objection the 
record was closed on the maturity ex- 
tension proposal. Briefs were filed on 
the questions whether the closing of 
the record on the 30 per cent proposal 
should be sustained and, if so, whether 
that proposal should be approved, and 
whether the maturity extension pro- 
posal should be approved and, if so, 
what provision should be made with 
respect to interest on the debentures 
during the extension period. Oral ar- 
gument was waived. 





2 As we shall note, assets of Central States 
to be distributed are equivalent to only about 
31 per cent of all of its debenture claims. 
The 30 per cent proposal further provides 
that 30 per cent of the principal amount of 
debentures owned by Ogden be earmarked or 
otherwise set aside by Central States pend- 
ing determination of whether such debentures 
rank equally with debentures held by others 
and are entitled to priority over Central 
States’ preferred stock. 
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As a separate part of Amendment No. 12, 
it is also proposed that Central States’ assets 
be distributed pro rata among all the hold- 
ers of Central States cebentures, including 
Ogden. This proposal is concededly not ripe 
for disposition at this time since hearings 
have not been concluded on the issues relat- 
ing to the rank of the debentures held by 
Ogden. 
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Pursuant to the plan for the liquida- 
tion of Central States and through 
various steps approved by us, Central 
States and its subsidiaries have dis- 
posed of all their operating proper- 
ties. Central States’ remaining as- 
sets, after making provision for the 
discharge of current liabilities record- 
ed in the amount of $81,236, consist 
of approximately $1,951,000, almost 
all of which is in the form of cash and 
United States Government obliga- 
tions. Central States has outstanding 
5 per cent debentures in the total 
principal amount of $5,940,000, of 
which $5,108,040 is owned by Ogden 
and $831,960 is owned by others than 
Ogden; 80,000 shares of $7 cumula- 
tive preferred stock of which 13,473 
shares are owned by Ogden and 66,- 
527 shares are owned by others than 
Ogden ; and 40,600 shares of common 
stock, all of which is owned by Central 
Utilities.* 

The debentures originally carried a 
maturity date of January 1, 1944. 
We twice approved their extension for 
one-year periods,® so that they will 
mature January 1, 1946, unless they 
are further extended. All interest on 
the debentures held by others than Og- 
den has been paid regularly. Ogden 
received payments of interest on Jan- 


uary 1, 1940, July 1, 1940, and Jan- 


uary 1, 1941, aggregating $383,103. 
Interest on debentures owned by 
Ogden due on July 1, 1941, January 
1, 1942, and July 1, 1942, aggregating 
$383,103 has been deposited in escrow 
pending the outcome of the issues 
respecting the rank of those debentures. 
Payment of interest on the debentures 
owned by Ogden for the period sub- 
sequent to June 30, 1942, has been 
conditionally waived by Ogden pend- 
ing the same determination. 

The Central States preferred stock 
is by its terms entitled to an involun- 
tary liquidation preference of $100 
and accrued dividends. No dividends 
have been paid since December 31, 
1931, and the arrears amount to over 
$98 per share. 

It is clear that if all the debentures § 
were recognized as prior claims over 
the preferred stock the remaining 
Central States assets would be suf- 
ficient only to provide approximately 
31 per cent satisfaction of the principal 
amount of the debentures and would 
permit no payment whatever to the 
preferred stockholders. However, is- 
sues have been raised with respect to 
whether the debentures and preferred 
stock owned by Ogden are entitled to 
priority over publicly held preferred 
stock or whether on the basis of princi- 
ples relating to fair and equitable 





3 Re Central States Power & Light Corp. 
(1941) 9 SEC 206, 306, 634, 721; Re Cen- 
tral States Utilities Coro. Holding Company 
Act Releases Nos. 3941, Nov. 28, 1942, 5062, 
5071 (1944) 56 PUR(NS) 321, 5351, Oct. 13, 
1944. Proceeds of the sales were first ap- 
plied to the retirement of Central States’ 54 
per cent first mortgage bonds, Re Central 
States Utilities Corp. Holding Company Act 
Release No. 4375, June 24, 1943, enforced 
without opinion (D. Del. January 6, 1944); 
Re Central States Utilitie. Corp. Holding 
Company Act Release No. 5351, Oct. 13, 1944, 
enforced, in Re Central States Power & Light 
corp. (1944) 58 PUR(NS) 439, 58 F Supp 
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#All of the Central States common stock 
is pledged to secure Central Utilities’ 8 per 
cent gold bonds, due 1938. No dividends have 


’ been paid on the stock since June 30, 1931, 


and- it is carried on Central Utilities’ books 
at $1. Central Utilities’ only other asset is 
cash in an amount less than $100. Its lia- 
bilities include $3,500,000 principal amount of 
bonds plus interest thereon since December 
31, 1933. 

5 Re Central States Utilities Corp. Hold- 
ing Company Act Release No. 4735, Dec. 3, 
1943, enforced without opinion (D. Del. 
January 6, 1945) ; ibid, Holding Company Act 
Release No. 5481, Dec. 8, 1944, enforced with- 
out opinion (D. Del. December 27, 1944). 
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plans of reorganization,? Ogden’s 
holdings should be subordinated be- 
cause of the manner in which Ogden’s 
predecessor, Utilities Power & Light 
Corporation (“Utilities Power’’), ex- 
ercised its control over Central States 
and because of the manner and cir- 
cumstances of the creation of the de- 
bentures and of the acquisition of de- 
bentures and preferred stock by Util- 
ities Power and Ogden.’ The record 
on the issue of subordination has not 
been completed. If Ogden’s holdings 
are subordinated and if the debentures 
held by others than Ogden should be 
accorded full priority over the public- 
ly held preferred stock, such deben- 
tures would receive payment in full 


s ($831,960) and the publicly held pre- 


ferred stock would receive between 7 
per cent and 14 per cent of their full 
claim (depending on whether or not 
Ogden were required to repay the in- 
terest received by it which became due 


on January 1, 1940, July 1, 1940, and 
January 1, 1941). 

If this were the only outcome possi- 
ble under the facts adduced or which 
may be presented in the course of a 
full exploration of the relationship be- 
tween Utilities Power and Central 
States and of the circumstances sur- 
rounding the issuance and transfer of 
the debentures, there would be no rea- 
son why we should not approve the 30 
per cent proposal, the consummation 
of which would effect an annual sav- 
ing of interest on debentures held by 
others than Ogden, estimated at $6,- 
854.2 However, a number of holders 
of preferred stock of Central States 
have objected to the 30 per cent pro- 
posal on the grounds (discussed fur- 
ther infra) that the system history and 
the facts relating to the issuance and 
transfer of the debentures require that 
not only the debentures owned by Og- 
den but also those held by others be 
denied the right to receive payment 





Cf. Taylor v. Standard Gas & E. Co. 
(1939) 306 US 307, 83 L ed 669, 59 S Ct 
343 (The “Deep Rock” Case) and related 
cases. 

7 Utilities Power was reorganized in pro- 
ceedings under § 77B of the Bankruptcy Act 
under a plan of reorganization which we 
approved. Re Utilities Power & Light Corp. 
(1939) 5 SEC 483, plan approved in Re 
Utilities Power & Light Corp. (1939) 29 F 
Supp 763. Pursuant to the plan all the as- 
sets of Utilities Power were transferred to 
Ogden in 1940 and Ogden undertook a pro- 
gram of divestment of its utility interests. 

We have previously pointed out that the 
77B proceedings with respect to Utilities 
Power did not operate to bar the assertion 
of equitable defenses to Ogden’s claims against 
Central States based upon its holdings of 
Central States’ securities. See in Re Adams, 
Trustee of the Estate of Utilities Power & 
Light Corp. (1940) 7 SEC 955; Re Central 
States Utilities Corp. Holding Company Act 
Release No. 6199, Nov. 8, 1945. See also in 
Re Derby Gas & E. Corp. (1941) 9 SEC 
686, 709, 41 PUR(NS) 370. 

8 Evidence thus far presented on the issue 
of subordination has been introduced in an 
attempt to show, among other things, that 
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Utilities Power used its control over Central 
States and other system instrumentalities to 
overcapitalize Central States and overburden 
it with senior securities; caused Central 
States to realize insufficient proceeds from 
securities issues owing to excessive “spreads” 
to affiliated bankers and underwriters; caused 
Central States to pay excessive construction 
and service charges from which Utilities 
Power realized excessive profits; caused Cen- 
tral States to understate depreciation ccruals 
and provide inadequately for depletion: caused 
Central States to make improper dividend 
payments; caused Central States to purchase 
from Utilities Power un ies at 
excessive prices; caused Central States to 
issue purported debt securities to its detri- 
ment and for the benefit of Utilities Power; 
and failed adequately to apprize the security 
holders of Central States of transactions af- 
fecting their rights. 

® This figure represents interest on 30 per 
cent of the principal amount of the deben- 
tures held by others than Ogden less earn- 
ings on Central States’ portfolio holdings of 
government bonds which it is proposed to 
sell to make the proposed 30 per cent pay- 
ment. 
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ahead of or equal with the public hold- 
ers of preferred stock. They point 
out that even partial success by them 
in their coritentions with respect to 
the debentures held by others than Og- 
den would (assuming the subordina- 
tion of Ogden’s holdings) result in 
those debenture holders or some of 
them receiving less than 30 per cent 
of the principal amount of their deben- 
tures, and that complete subordination 
of those debentures would result in 
no participation by them. They insist 
that approval at this time of the 30 per 
cent proposal or of the payment of de- 
benture interest would be tantamount 
to an irrevocable determination that 
their defenses to the claims of deben- 
ture holders other than Ogden are not 
valid. This, they argue, would not 
be proper because all the facts ma- 
terial to a determination of the issues 


with respect to Ogden have not yet 
been adduced and the issues relating 
to the debenture holders other than 
Ogden involve in part, at least, an ap- 
praisal of the legal and equitable effect 
of the same and related facts and cir- 


cumstances. 

The preferred stockholders insist 
that the facts already of record relat- 
ing to the creation of the debentures 
must be considered together with all 
other facts which might be developed 
bearing upon the asserted priority of 
the debentures. The debentures were 
issued in April, 1934, at which time 
Central States had outstanding 80,000 
shares of preferred stock as well as 
$13,500,000 of first lien 53 per cent 
bonds. The entire issue of debentures, 
in the amount of $6,000,000, was sold 
to Utilities Power (predecessor of 
Ogden) in consideration for the sur- 
render to Central States of a 6 per 
62 PUR(NS) 


cent demand note of $5,957,000 which 
was originally payable to Central Util- 
ities (intermediate holding company 
between Utilities Power and Central 
States) and for $43,000 in cash. The 
registration statement relating to the 
debenture issue which was filed with 
the Federal Trade Commission re- 
cited that $1,400,000 in principal 
amount of the debentures would be 
offered by Utilities Power through 
Central Utilities in exchange for Cen- 
tral Utilities’ 6 per cent secured gold 
bonds on the basis of 40 per cent in 
principal amount of debentures for 
100 per cent in principal of such 
bonds. After the issuance of the de- 
bentures and their receipt by Utilities 
Power, the stated exchange offer was 
made by Utilities Power to the hold- 
ers of Central Utilities bonds. Solici- 
tations were made by literature which 
pointed out that the chief security for 
the Central Utilities bonds was the 
common stock of Central States which, 
owing to poor earnings by Central 
States, had received no dividends since 
June 30, 1931, that even the preferred 
stock of Central States had not been 
paid a dividend since December 31, 
1931, and that if the exchange were 
not made the holders of the Central 
Utilities bonds could look forward 
only to a default in interest with no 
recourse to any assets of value for the 
collection of their claims. The solici- 
tation material represented that by 
acceptance of the exchange offer the 
bondholders would secure debentures 
of Central States having a claim on 
assets of Central States superior to the 
bonds turned in and a debt status 
superior to the preferred stock of Cen- 
tral States. It further recited that the 
creation of the debentures had operat- 
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ed to the advantage of the Central 
States preferred stockholders in that 
Central States was enabled thereby to 
substitute a 5 per cent long-term obli- 
gation (the debentures) in the place 
of a short-term 6 per cent obligation 
(the note to Central Utilities). It was 
further pointed out that Utilities Pow- 
er was accepting the reduction in in- 
terest and the inferior Central Utilities 
bonds in order to prevent a default on 
these bonds. The exchange offer was 
made conditional upon its acceptance 
by the holders of 70 per cent of the 
principal amount of the Central Util- 
ities bonds. . Debentures were accept- 
ed by about 90 per cent of the bond- 
holders and $831,960 of these deben- 
tures are now outstanding in the hands 
of others than Ogden.” 

The preferred stockholders insist 
that, in system adjustments under 
§ 11, the Commission is not bound to 
recognize apparent priorities created 
by holding company managements. 
They urge that they should be free to 
explore the circumstances under which 
the debentures were issued and to 
point out factors in that history bear- 
ing on the subordinate position which 
should be accorded to all the deben- 
tures (Ogden’s as well as others). To 
this end the preferred stockholders 
point out that in the Associated Gas 
and Electric reorganization we ex- 
plored the entire history of system 
finances and relationships and ap- 
proved as fair and equitable a plan 
which ignored the apparent corporate 


locations of assets and the priority 
positions purportedly created by the 
management." The preferred stock- 
holders insist that, upon an explora- 
tion of the facts, they will be able to 
show that the issuance of the deben- 
tures was a fraudulent attempt to 
change into prior ranking debt secur- 
ities the claims of the Central Utilities 
bondholders which were in effect only 
claims based on Central States’ worth- 
less and inferior ranking common 
stock. They insist that upon the basis 
of a full record they will be able to 
show that fairness and equity require 
that all the debentures be subordinat- 
ed to Central States’ preferred stock 
regardless of the good faith of present 
holders. Further, the preferred stock- 
holders point out that the record does 
not yet disclose the identities and af- 
filiations of all the debenture holders, 
and they state that it is, therefore, im- 
possible, on the present state of the 
record to determine whether there are, 
in addition to the above-mentioned 
factors, special reasons for denying 
priority or full return to particular 
holders. 

Ogden, representatives of other de- 
benture holders, and the staff of our 
Public Utilities Division oppose the 
preferred stockholders. They favor 
approval at this time of the 30 per cent 
proposal and payment of interest on 
the debentures held by others than Og- 
den during the period of the maturity 
extension.” They claim that even if 
Ogden were subordinated there would 





10 The exchange offer was closed in Janu- 


ary, 1937. A holder of unexchanged bonds 
has appeared in these proceedings and has 
urged that we require reopening of the ex- 
change offer to permit it now to exchange 
its bonds for Central States debentures. In 
view of our decision herein, we need not at 
this time rule upon this request. 
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11 See Re Clarke, Trustee of the Associated 
Gas & E. Co. Holding Company Act Re- 
lease No. 4985, April 14, 1944, plan approved 
(1944) 61 F Supp 11, aff'd (1945) 149 F2d 
996, cert. denied (1945) — US —, 90 L ed 

66 S Ct 45 

“he Objection to extension of the maturity 
of the debentures was voiced only by the in- 
denture trustee for the debentures. 
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be no basis for denying to the holders 
of debentures other than Ogden the 
full rights provided for in their deben- 
ture certificates because such holders 
could in no wise be held responsible 
for or tainted with any fault that 
might be attributable to Ogden or its 
predecessor. The view is taken that 
the record as it now stands contains 
all the evidence relating to the circum- 
stances surrounding the creation of 
the Central States debentures and their 
exchange for the Central Utilities 
bonds. It is emphasized that the pre- 


ferred stockholders have not proffered 
any specific evidence or indicated any 
particular lines of cross-examination 
which would augment the record in 
any respect material to the issue of the 
rights of the debenture holders other 
than Ogden as against the rights of 


the preferred stockholders. It is 
urged that, as holders of the deben- 
tures for which value was given and 
which were received without knowl- 
edge of any of the defenses now assert- 
ed by the preferred stockholders, the 
present debenture holders other than 
Ogden are entitled to priority of treat- 
ment as against the preferred stock- 
holders.* 

[1, 2] Whatever may be the ulti- 
mate decision of the merits of the con- 
tentions and cross-contentions, we 
think it apparent that the preferred 
stockholders are raising issues rele- 
vant to a full determination of what is 
fair and equitable treatment in this 
case. The only question before us is 


the limited one of whether we should 
now close the record and approve a 
partial liquidation distribution which 
will foreclose full consideration of all 
the facts and equities relating to the 
preferred stockholders’ contentions, 
We think the preferred stockholders 
are entitled to an opportunity to bring 
about a more complete development of 
the record and adduce facts bearing 
on the treatment of the non-Ogden 
holders. And we conclude that it is 
not appropriate at this time to approve 
the 30 per cent payment or to foreclose 
the preferred stockholders from pre- 
senting further evidence and argu- 
ment. 

We note in passing that we are not 
reopening a completely closed record 
but are merely permitting representa- 
tives of security holders to participate 
in completing the record. We do not 
by this opinion in any way indicate 
what conclusion we may reach after 
the record in these proceedings is com- 
pleted. We now decide no more than 
that the preferred stockholders should 
be free to present their contentions to 
us on the basis of a more complete 
record. The preferred stockholders 
have presented theories of defense 
against some or all of the debenture 
holders other than Ogden which may 
require an appraisal of the cumulative 
impact of a great variety of facts and 
circumstances upon the rights of the 
respective contesting individuals or 
groups. We do not at this stage in 
the proceedings decide the ultimate 





18Tt has been argued that the debenture 
holders other than Ogden are holders in due 
course of negotiable instruments and as such 
are insulated from the type of defenses urged 
by the preferred stockholders. The preferred 
stockholders on the other hand contend that 
certain provisions of the debentures prevent 
them from being negotiable instruments, deny 
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that holders took without knowledge of de- 
fects, and maintain that in any event the Ne- 
gotiable Instruments Law would not be 
determinative of the issues in these liquida- 
tion proceedings. In view of our conclusions 
herein, it is not necessary to rule on any of 
these matters at this time. 
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soundness of the theories expressed 
by the preferred stockholders. In view 
of these determinations we shall over- 
rule the action of the trial examiner 
in closing the record as he did. How- 
ever, we shall expect the objecting pre- 
ferred stockholders to act with all rea- 
sonable promptness in making their 
cross-examination and in proffering 
their evidence. If, at any time, it is 
appropriate to do so we may again 
consider the entry of an order approv- 
ing the 30 per cent proposal in advance 
of a determination of the issues relat- 
ing to Ogden’s holdings. However, 
until that time the payment should not 
be made and we will not now approve 
the amendment calling for the pay- 
ment. 

Turning to the maturity extension 
proposal, it appears that considera- 
tions similar to those which existed 
with respect to the two previous one- 
year extensions approved by us are 
now present (see footnote 5, supra). 
As has been seen, the issues relating 
to the rights of the various classes of 
security holders to participate in the 
distribution of Central States’ assets 


are still undetermined and no distri- ' 


bution can be made to any holders of 
the debentures at this time. It is clear 
that no final determinations can pos- 
sibly be made prior to January 1, 
1946, the present maturity date of the 
debentures. Within the period of an 
additional year, however, it is likely 
that with diligence all the outstanding 
issues can be fully explored and re- 
solved and the final distribution of 
Central States’ assets may be had. 
We shall accordingly approve the pro- 


posal to extend the maturity date of 
Central States’ 5 per cent debentures 
to January 1, 1947. 

[3] In keeping with our conclusions 
previously stated with respect to the 
30 per cent proposal, we are of the 
opinion that no interest should be 
paid on any of the debentures during 
the period of extension. Ogden has 
agreed to waive interest payments on 
the debentures owned by it on condi- 
tion that it retain a claim to such in- 
terest which it may assert if and when 
the total principal amount and the in- 
terest on all of the debentures owned 
by persons other than Ogden have 
been paid in full, and this provision 
meets with our approval.“ With re- 
spect to interest on debentures held by 
others than Ogden, we shall approve 
the second of the three alternatives 
proposed in Amendment No. 13, name- 
ly, that Central States place the amount 
of such interest ($41,598), in escrow, 
pending a final determination of the 
persons entitled thereto. 

On the basis of the foregoing facts, 
we find that the extension of the ma- 
turity date of Central States’ deben- 
tures and the escrow of the interest 
which will become due on January 1, 
1946, and July 1, 1946, is a necessary 
step in the effectuation of the provi- 
sions of § 11(b) and is fair and equi- 
table to the persons affected thereby. 
We will grant applicants’ request that 
we apply to the appropriate Federal 
District Court to enforce and carry out 
the terms and provisions of the pro- 
posed extension and escrow. 


14 Identical waivers have been made by Og- 


den and approved by us in prior proceedings. 
See Notes 3 and 5, supra. 
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INDIANA PUBLIC SERVICE COMMISSION 


Re Eastern Indiana Gas Company 


No. 15381 
January 24, 1946 


PPLICATION for authority to increase natural gas rates; 
dl \ granted in part and denied in part. 


Rates, § 130 — Reasonableness — Service factor. 
1. The character of service that a public utility company is able to render, 
and is actually rendering, must be considered in establishing rates, p. 178. 

Return, § 36 — Right to earn — Duty to furnish adequate service. 
2. A public utility should provide means of supplying the reasonable needs 
of the public as they arise before being entitled to any return upon the 
value of its property, since it enjoys a monopoly and is charged with the 
responsibility of furnishing reasonably adequate service to the public in 
the territory where it is authorized to operate, p. 178. 

Rates, § 172 — Reasonableness — Value of service factor. 


3. The reasonableness of rates charged by a public utility depends upon 
the value of the service rendered rather than upon the profits of the utility, 
p. 178. 


id 
APPEARANCES: Paul R. Benson, 
Attorney, New Castle, Samuel L. 


Trabue, Attorney, Rushville, and 
Gilliom, Armstrong and Gilliom, At- 


Eastern Indiana Gas Company, here- 
inafter called petitioner, filed a verified 
petition with the Public Service Com- 
mission of Indiana requesting that the 


torneys, Indianapolis, for petitioner ; 
W. B. Keaton, Attorney, Rushville, 
for the city of Rushville and the Rush- 
ville Junior Chamber of Commerce; 
George J. Burk, General Counsel, and 
Harry R. Booth, Utilities Counsel, 
Howard S. Guttmann, Attorney, 
Washington, D. C., for the Director 
of Economic Stabilization and the Ad- 
ministrator of the Office of Price Ad- 
ministration, as intervenor; Glenn R. 
Slenker, Public Counsellor, and Rob- 
ert E. Jones, Assistant Public Coun- 
sellor, Indianapolis, for the public. 


By the Commission, Cannon, Com- 
missioner: On September 4, 1941, 
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Commission conduct an investigation 
and hold hearings and, thereafter, 
enter an order in this cause determin- 
ing and fixing a schedule of rates 
which would be just and reasonable 
and would yield to petitioner a just, 
adequate, and compensatory return 
upon the fair value of property of pe- 
titioner devoted to said service, and 
authorize petitioner to promulgate and 
put into effect proper rules and regu- 
lations and grant petitioner such other 
and further relief as deemed proper, 
which petition is made a part hereof 
and incorporated herein by reference. 


Thereafter, investigations were 
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made by the accounting and engineer- 
ing staffs of the Commission, and pur- 
suant to notice duly published as re- 
quired by law in the Rushville Repub- 
lican and the Rushville Telegram, 
both being newspapers of general cir- 
culation printed and published in the 
English language in Rush county, 
Indiana, and after notice to all par- 
ties of record, a public hearing was 
held in the circuit court room of the 
Rush county circuit court in the city 
of Rushville, Indiana, at 10 o’clock 
a.M., Monday, May 3, 1943, which 
was continued to and concluded on 
May 4, 1943; further hearings were 
held by the Commission on said peti- 
tion on February 21, 1944, in the city 
of Rushville, Indiana, on February 22, 
1944, in the city of Indianapolis, In- 
diana, on February 23, 1944, in the 
city of Cambridge City, Indiana, and 
on November 19, 1945, in the city of 
Indianapolis, Indiana, with appear- 
ances as above noted. 

On August 10, 1943, 50 PUR 
(NS) 5, the Commission approved an 
interlocutory order in this cause, in 
which it found that petitioner herein 
should establish and make effective a 
rate of $1.27 per thousand cubic feet 
of 1,000 stu natural gas, as a tem- 
porary rate; that said temporary rate 
so determined and established and ap- 
proved should be the rate to be 
charged for gas service rendered by 
petitioner to its customers, unless and 
until otherwise ordered by the Com- 
mission; and petitioner was author- 
ized and ordered to file a temporary 
tate schedule with the tariff depart- 
ment of this Commission in accord- 
ance with the rules thereof governing 
the composition and filing of rate 
schedules, on or before August 15, 


1943, said temporary rate to be ef- 
fective on all regular bills rendered by 
petitioner on and after September 1, 
1943 ; said order further provided that 
if petitioner, for any reason whatso- 
ever, failed or refused to obtain for its 
gas system an adequate supply of 
gas by December 1, 1943, then and in 
that event, the petition of petitioner 
for an increase in gas rates should be 
denied and temporary rate should au- 
tomatically terminate and concurrent- 
ly therewith the previously existing 
rate of $1.05 per thousand cubic feet 
of 1,000 sru natural gas should au- 
tomatically be the rate to be charged 
by petitioner for natural gas to its 
customers on all bills rendered on and 
after December 1, 1943. Said inter- 
locutory order is made a part hereof 
and incorporated herein by reference. 

Thereafter, on December 1, 1943, 
the Commission approved an order in 
this cause, in which it ordered and di- 
rected that the temporary rate ap- 
proved by the Commission in its inter- 
locutory order, in this cause approved 
on August 10, 1943, supra, should be 
continued in full force and effect as a 
temporary rate until further order of 
the Commission, and that the Com- 
mission continue to retain jurisdiction 
of the subject matter of the petition 
in these proceedings and the parties 
thereto pending further investigation ; 
which order is made a part hereof and 
incorporated herein by reference. 

At the conclusion of the hearing on 
November 19, 1945, petitioner herein, 
through its attorneys, requested per- 
mission to file briefs; the permission 
as requested was granted and on De- 
cember 17, 1945, petitioner filed a 
brief with the Commission; no other 
parties of record filed briefs. 
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On October 3, 1945, during these 
proceedings, petitioner filed a verified 
petition with the Commission, desig- 
nated as a “petition to eliminate part 
of interlocutory orders,” which peti- 
tion in substance alleged that the peti- 
tioner had secured from the Panhandle 
Eastern Pipe Line Company an ad- 
ditional supply of gas for petitioner’s 
consumers in the town of Fortville, 
Indiana, and vicinity in compliance 
with the orders of the Commission, 
heretofore entered, requiring petition- 
er to acquire an additional supply or 
source of gas; in said petition petition- 
er requested the Commission to elim- 
inate from its interlocutory orders 
heretofore entered that part of said 
orders which applied and referred to 
the gas service and the temporary 
nature of the rate to be charged by pe- 
titioner for gas service in the town of 
Fortville, Indiana, and vicinity; said 
petition is incorporated herein and 
made a part hereof by reference. 

On October 3, 1945, petitioner 
herein filed a schedule of rates, rules, 
and regulations covering gas service 
for Fortville, Indiana, and rural ter- 
ritory immediately adjacent thereto, 
effective without notice and to go into 
effect on October 3, 1945; said sched- 
ule was designated as P.S.C.I. No. 
G2-NS, and canceled and superseded 
all other tariffs for Fortville and vicin- 
ity. On October 4, 1945, the Com- 
mission approved said schedule of 
rates temporarily pending final order 
and disposition of the petition filed in 
this cause; said schedule of rates is 
incorporated herein and made a part 
hereof by reference. 


Finding of Facts 
The Commission, having heard and 
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considered the evidence presented in 
this cause and being duly advised in 
the premises, finds from the evidence 
in this cause established by facts which 
are summarized and found as fol- 
lows: 

1. Petitioner, Eastern Indiana Gas 
Company, is a corporation organized 
and existing under the laws of the 
state of Indiana, with its. principal of- 
fice and place of business in the city 
of New Castle, Indiana. 

2. Petitioner, as it now exists, is 
the result of the consolidation and 
merger of the old Eastern Indiana Gas 
Company with the Rushville Natural 
Gas Company and the Central Fuel 
Company, which consolidation and 
merger was approved by this Com- 
mission in March, 1931, upon peti- 
tion and after a public hearing. 

3. Petitioner is a public utility 
within the meaning of the statutes of 
the state of Indiana, and, as such, is 
subject to the jurisdiction of and reg- 
ulation by this Commission and is 
authorized to engage in the ‘sale and 
distribution of gas to the public. 

4. Petitioner has been and is now 
engaged in the sale and distribution 
of natural gas to the public in the 
following cities, towns, and villages: 
Rushville, Cambridge City, Pershing, 
Dublin, Straughn, Dunreith, Mays, 
Raleigh, Spiceland, Lewisville, Fort- 
ville, Mt. Auburn, Sexton, Circleville, 
and McCordsville and in rural areas 
on and along its transmission lines in 
the counties of Rush, Wayne, Henry, 
Hancock, Hamilton, and Madison 
counties, Indiana. 

: §. Petitioner, until recently, de- 
rived its entire supply of natural gas 
from approximately 150 gas wells, the 
majority of which are located in the 
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vicinity of Rushville, Indiana, a few 
being located in the vicinity of Mc- 
Cordsville, and Fortville, Indiana. 

6. At the time of the filing of peti- 
tion herein, petitioner’s supply of gas 
was inadequate to supply the reason- 
able demands and needs of the public 
in the areas it served. 

7. Since the filing of the petition 
herein and during this investigation, 
petitioner has acquired an additional 
supply of natural gas from Panhandle 
Eastern Pipe Line Company and is 
now able and is rendering a reason- 
ably adequate service to the public in 
the incorporated town of Fortville, 
Indiana. 

8. Since the filing of the petition 
herein and during this investigation, 
petitioner has acquired an additional 
supply of natural gas in limited quan- 
tities by drilling new wells and by 
cleaning old wells in the Rushville 
area and is now able and is rendering 
a reasonably adequate service to the 
public in the incorporated city of 
Rushville, Indiana. 

9. Petitioner’s service in all other 
cities, towns, villages, and rural areas 
being served by petitioner is inade- 
quate and does not meet the reason- 
able demands and needs of the public 
being served. 

10. At the time of the filing of pe- 
tition herein and prior thereto, peti- 
tioner had not kept its books in ac- 
cordance with any recognized system 
of accounting, nor in compliance with 
the uniform system of accounts as 
adopted and prescribed by this Com- 
mission. 

11. At the time of the filing of the 
petition herein and prior thereto, be- 
cause of the improper and irregular 
manner in which petitioner kept its 


[12] 
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books, no original cost data was avail- 
able and the engineering department 
of this Commission was required to 
make a field count and estimate the 
actual cost and age of the property, 
based primarily on inspection. 

12. The estimated original cost de- 
preciated as determined by the en- 
gineering department of this Commis- 
sion and adopted of record by peti- 
tioner for the purpose of these pro- 
ceedings, established a rate base of 
not in excess of $424,000. 

13. Gas fields in Indiana from 
which petitioner is and has been de- 
riving its source of supply are rapidly 
being depleted and the volume of gas 
diminishing with no reasonable an- 
ticipation that exploration will dis- 
cover any new or additional gas fields 
in Indiana from which petitioner can 
increase its supply of natural gas. 

14. The depletion of the gas fields 
from which petitioner derives its 
source of supply has not been sudden 
and unexpected; on the contrary, the 
depletion has been gradual and over a 
long period of years. 

15. Petitioner is and has been re- 
ceiving earnings and a rate of return 
slightly less than 2 per cent as fully 
set out in the order of the Commis- 
sion in this cause approved on August 
10, 1943, 50 PUR(NS) 5, which is 
incorporated herein by previous re- 
cital in this order. 

16. Investigations that have been 
conducted by the engineering depart- 
ment of this Commission throughout 
these proceedings show that there has 
been no material improvement of 
service by petitioner to the public, with 
the exception of the service to the 
public in Rushville and Fortville, In- 
diana. 
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Opinion and Conclusions 


The petition filed herein and the 
investigations conducted by the Com- 
mission as prayed for in the petition 
present two basic problems: (a) the 
establishment of the current fair cash 
value of the property of petitioner 
which it employs for the convenience 
of the public; and (b) the establish- 
ment of a schedule of rates that will 
yield to petitioner a reasonable and 
just rate of return. 

The first problem is easily disposed 
of. The estimated original and esti- 
mated cost depreciated as determined 
by the engineering department of this 
Commission having been adopted for 
record by petitioner for the purpose of 
these proceedings can be accepted as 
the current fair cash value of petition- 
er’s property employed for the use and 
convenience of the public. 

[1-3] Having arrived at the cur- 
rent fair cash value of petitioner’s 
property devoted to public use, the 
Commission is confronted with the 
second problem of establishing a rate 
which will yield petitioner a reason- 
able and just return. In establishing 
a rate the Commission must neces- 
sarily consider the service the utility 
is able to and is rendering. Rates and 
service are inseparable and may be 
said to “walk hand in hand.” One 
cannot be considered without a consid- 
eration of the other. 

The Indiana statute provides, 
“Every public utility is required to 
furnish reasonably adequate service 
and facilities.” It also provides, “The 
charge made by any public utility for 
any service rendered, or to be ren- 
dered, shall be reasonable and just, 
and every unjust or unreasonable 
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charge for such service is prohibited 
and declared unlawful.” 

The Indiana statute also provides, 
“The Commission shall value all prop- 
erty of every public utility actually 
used and useful for the convenience of 
the public at its current fair cash val- 
ue.” 

The legislature established _ this 
Commission to regulate public utilities 
and by statute laid down the general 
rule of law that all regulated public 
utilities should charge reasonable and 
just rates. That general rule that a 
rate must be reasonable and just is the 
standard for each utility. To this 
Commission is delegated the task of 
ascertaining and stating what rate is 
reasonable and just for petitioner 
herein and hence in accordance with 
the standard. 

It appears fairly obvious that there 
being no controversy concerning the 
current fair cash value of petitioner’s 
property, the only issue remaining is 
the determniation of a rate that will 
be reasonable and just. In determin- 
ing this important issue the Commis- 
sion, as previously stated, must give 
careful consideration to the service 
now being rendered, the service that 
has been rendered in the past, and the 
service that petitioner can reasonably 
be expected to render to the public in 
the future. 

The service history of petitioner, 
arrived at from facts established from 
the evidence in this cause, conclusive- 
ly shows that petitioner is not now 
(with the exception of Rushville and 
Fortville), and has not been for many 
years in the past rendering reasonably 
adequate service to the public and has 
not maintained facilities adequate to 
render said service. It is equally clear 
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that petitioner’s inability to render 
reasonably adequate service is due pri- 
marily and principally to its lack of a 
sufficient supply of gas. Petitioner’s 
source of supply, until recently, when 
petitioner contracted for a supply of 
interstate gas, has been and still is 
from Indiana natural gas fields, which 
have been steadily depleted all within 
the common knowledge of the gas in- 
dustry and this Commission and 
known to petitioner. It is equally true 
that these Indiana gas fields will con- 
tinue to yield small quantities of nat- 
ural gas in the future, but in diminish- 
ing quantities. 

Petitioner contends in these pro- 
ceedings that its trouble is due to labor 
shortages and inability to acquire ma- 
terials and equipment, directly at- 
tributable to World War II. No one 
can seriously question the difficulty 
that has been experienced in obtaining 
both labor and materials during the 
past war; however, petitioner was in 
no better condition prior to World 
War II, during those years when both 
labor and materials were plentiful. 
There can be no question but what 
petitioner has known for many years, 
or by the use of ordinary diligence 
should have known, that it had an in- 
adequate supply of natural gas avail- 
able from Indiana fields, and should 
have made timely arrangements and 
provisions to meet the reasonable 
needs of the public it serves. This 
might have been done by the construc- 
tion of artificial gas plants, the pur- 
chase of natural gas from interstate 
sources, the installation of additional 
and adequate storage facilities, the en- 
largement and modernization of the 
transmission facilities, and by other 
improvements and more competent 
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management. These are matters of 
management and not regulation and 
this Commission cannot and does not 
propose to encroach upon the realm of 
management. 

Summarizing these proceedings, 
they resolve themselves into a deter- 
mination by this Commission of what 
return, if any, a public utility is en- 
titled to demand and receive from the 
public it serves, if such utility is not 
rendering reasonably adequate service. 
Admittedly the rate of return petition- 
er is and has been receiving is very 
low as compared to other utilities ren- 
dering a natural gas service to the 
public, if we do not take into consid- 
eration the service which petitioner 
has been rendering. As previously 
stated, this predominate factor can- 
not be ignored and segregated from 
rate of return. 

The public being served by petition- 
er has no control over the service it 
receives. To require it to pay a high 
or even a moderate rate for a service 
it is not receiving would be manifestly 
unreasonable and unjust, prohibited 
and declared unlawful by the statutes 
heretofore referred to. The public 
interest is not necessarily best served 
by the lowest rate. It is best served 
by the lowest rate which will tend to 
assure to the public adequate and ef- 
ficient service to meet the public needs, 
both now and in the future, provided 
the utility has facilities and is able to 
render a reasonably adequate service. 

The public cannot be expected, and 
the statute does not contemplate that 
the public should be required to pay 
rates which return to the utility a 
profit to be accumulated until such 
time as the utility can in the future ac- 
quire adequate facilities sufficient to 
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enable it to render to the public rea- 
sonably adequate service. 

In view of the fact that a public util- 
ity enjoys a monopoly and is charged 
with the responsibility of furnishing 
reasonably adequate service to the 
public in the territory where it is au- 
thorized to operate, it should provide 
means*of supplying the reasonable 
needs of the public as they arise before 
being entitled to any return upon the 
value of its property. 

It is the opinion of this Commis- 
sion, that the reasonableness of rates 
charged by a public utility depends up- 
on the value of the service rendered 
and not upon the profits of the utility, 
and a rate must not exceed value of 
the service. 

It is the further opinion of this 
Commission that petitioner is now 
able to and is rendering reasonably 
adequate service to the public in the 
city of Rushville and the town of Fort- 
ville, Indiana. 

It is the further ‘opinion of this 
Commission that petitioner is not able 
to and is not rendering reasonably 
adequate service to the public in the 
cities, towns, villages, and rural areas 
being served by petitioner with the 
exception of Rushville and Fortville, 
Indiana. 


It is the further opinion of thi 
Commission that the temporary rat 
of $1.27 per thousand cubic feet ¢ 
1,000 stv natural gas, fixed by th 
interlocutory order of the Commissioj 
approved in this cause on August 1( 
1943, 50 PUR(NS) 5, should b 
come the permanent rate to be charge/ 
by petitioner to the public within thy 
incorporated limits of the city 
Rushville, Indiana. 

It is the further opinion of thi 
Commission that the rates filed with 
this Commission by petitioner on Oc 
tober 3, 1945, covering gas service fo 
Fortville, Indiana, and rural territory 
immediately adjacent thereto shoul 
be approved by the Commission an( 
made permanent, provided, however 
that said rate should only apph 
to the public within the incorporate 
limits of the town of Fortville 
Indiana. 

It is the further opinion of this 
Commission that in all other cities 
towns, and villages and rural area 
being served by petitioner the tem 
porary rate of $1.27, above referred 
to, should be terminated and the for 
mer rate of $1.05 per thousand cubii 
feet of 1,000 stu gas should be estab 
lished for all areas with the exceptior 
of Rushville and Fortville, Indiana. 
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RE PEOPLES GAS LIGHT & COKE CO. 


ILLINOIS COMMERCE COMMISSION 


Re Peoples Gas Light & Coke Company 


No. 33466 
January 18, 1946 


PPLICATION by gas utility for approval of discontinuance of 
d \ service to certain customers during an emergency created 
by a strike; granted subject to conditions. 


Service, § 59 — Jurisdiction of Commission — Gas curtailment during strike. 


1. The Commission has jurisdiction of a petition by a gas company for 
authority to discontinue or curtail gas to selected industrial customers 
during the continuance of a strike in plants from which the company ordi- 
narily receives a necessary part of its gas supply, p. 186. 


Service, § 143 — Curtailment of gas during strike — Strike threat to supply. 


2. A company supplying mixed gas and threatened with a curtailment of 
its supply of a necessary coke oven gas ingredient purchased from steel 
companies, during a strike of steel company employees, should be authorized 
during the emergency to curtail or discontinue the supply of gas to such 
customers (a) as normally use large quantities of gas, (b) as are not en- 
gaged in an activity essential to the health, safety, and well-being of the com- 
munity, and (c) as can be conveniently and readily utilized by the manage- 
ment to reduce the deficiency in the gas supply, not, however, disturbing the 
supply to residential and domestic customers ; to necessary institutional cus- 
tomers, such as hospitals, schools, and other necessary establishments; to 
essential commercial and industrial customers, such as processors, handlers, 
and distributors of foods and medical supplies; to commercial customers 
generally ; and so far as possible to other customers, p. 186. 


Discrimination, § 205 — Gas curtailment because of strikes — Selection of cus- 


tomers. 

3. Exercise of managerial judgment in selecting customers whose gas serv- 
ice will be discontinued during an emergency resulting from a steel strike 
and curtailment of a gas supply from steel plants, made under Commission 
authorization for such curtailment during the emergency for the protection 
of residential and domestic customers and others engaged in an activity es- 
sential to the health, safety, and well-being of the community, does not 
constitute discrimination among customers, p. 186. 


* 


By the Commission: On January volving the interest of the general gas 


18, 1946, The Peoples Gas Light and 
Coke Company (hereinafter some- 
times referred to as “Peoples Com- 
pany”) filed with the Commission its 
petition in the above matter, repre- 
senting that an emergency existed in- 


consuming public in the city of Chi- 
cago and the suburban area surround- 
ing it and asking that the Commis- 
sion, after such hearing as it might 
consider necessary, take prompt ac- 
tion forthwith to authorize Peoples 
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Company to discontinue or curtail the 
supply of gas to any one or more of 
its industrial customers during the 
continuance of an anticipated steel 
strike and for such period thereafter 
as may elapse until normal conditions 
of gas delivery are restored, and fur- 
ther to authorize Peoples Company to 
require like curtailment by Public 
Service Company of Northern Illinois 
to the extent that such curtailment is 
necessary to maintain a supply of gas 
to the remaining customers on the in- 
terconnected system of the two com- 
panies. The Commission, having con- 
sidered the representations made in 
the said petition, set the matter for 
hearing before its duly authorized ex- 
aminers, which hearing was held on 
January 18, 1946, and at which hear- 
ing testimony was presented on be- 
half of Peoples Company. 

From the said verified petition and 
he evidence presented in support there- 
of, it appears as follows: Peoples 
Company is a public utility supplying 
gas to the public generally in the city 
of Chicago and is the only public utili- 
ty rendering such service and Public 
Service Company of Northern Illinois 
supplies gas as a public utility to the 
general public in all suburbs contigu- 
ous to the city of Chicago and to a 
number of the more remote suburbs. 
The distribution systems of the two 
companies are operated by them under 
the terms of a certain Interchange 
Gas Agreement, dated as of Decem- 
ber 1, 1936, approved by order of this 
Commission in Cause No. 22391 as a 
single interconnected system. The gas 
supplied through the said intercon- 
nected system has an average heating 
value of not less than 800 Bru per 
cubic foot and consists of a mixed gas, 
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the components of which are natural 
gas received by Peoples Company 
from Chicago District Pipeline Com- 
pany (part of which is received at the 
Crawford station of Peoples Company 
on the west city limits of Chicago and 
the rest of which is received at the 
south city limits of Chicago and car- 
ried into the 98th street station of 
Peoples Company) carburetted water 
gas produced in the plants of the 
Peoples Company and a plant of Pub- 
lic Service Company of Northern 
Illinois, and coke oven gas, the major 
part of which is purchased by Peoples 
Company from three steel companies, 
namely, Youngstown Sheet and Tube 
Company, Interlake Iron Corporation, 
and the Wisconsin Steel Works of In- 
ternational Harvester Company, all of 
which gas originates in steel plants lo- 
cated in the city of Chicago. Except 
for that part of the said 800 stv 
mixed gas which is produced in the 
so-called Skokie plant of Public Serv- 
ice Company of Northern Illinois, all 
of such 800 BTU gas originates with- 
in the system of Peoples Company, 
which supplies such gas to its own 
customers and also to Public Service 
Company of Northern Illinois for de- 
livery in the suburban area above de- 
scribed. The several gas manufactur- 
ing plants of Peoples Company are 
interconnected with each other in such 
a way that only the natural gas which 
flows from the pipes of Chicago Dis- 
trict Pipeline Company into the fa- 
cilities of Peoples Company at the lat- 
ter’s Crawford station is available to 
the plants of Peoples Company for 
mixing to produce 800 Bru mixed 
gas. The 98th street station of Peo- 
ples Company is not a production 
plant, but is equipped only for mixing 


182 





RE PEOPLES GAS LIGHT & COKE CO. 


natural gas with the coke oven gas ob- 
tained from the steel mills. The na- 
tural gas has a heating value of some- 
thing over 1,000 Bru per cubic foot 
while all of the manufactured gas 
above referred to which is mixed, with 
it, both that produced and that pur- 
chased, has an average heating value 
ranging from 500 to 550 stu, the 
steel gas averaging about 530 Bru 
per cubic foot. Since there is no fa- 
cility whereby any low heat content 
manufactured gas can be introduced 
into the mixing plant at 98th street, 
failure to receive steel mill coke oven 
gas will automatically curtail the sup- 
ply of mixed gas, not only in the 
amount of coke oven gas not received, 
but also in the amount of natural gas 
normally mixed with this coke oven 
gas which mixture is in the approxi- 
mate ratio of nine volumes of natural 
gas to eight volumes of coke oven 
gas. 

The consuming public in the city of 
Chicago has equipment and consum- 
ing appliances that have been built or 
adjusted to work properly with 800 
BTU gas. Any increase or decrease 
in the BTU content of the gas of even 
5 per cent will cause serious inconven- 
ience to a substantial percentage of 
consumers and present hazards, par- 
ticularly in the home, that can be faced 
only as a last resort in a most serious 
emergency. 

The introduction of carburetted 
water gas enriched to 800 stu of 
heat content into the distribution 
mains of Peoples Company would 
present operating difficulties due to the 
action of gases of the varying specific 
gravities that would be then present 
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in Peoples’ distribution facilities and 
would cause serious annoyance and in- 
convenience to the consumers because 
of the flame characteristics and other 
physical factors by which the resulting 
gas mixture would differ from that to 
which the public has become accus- 
tomed and to which their appliances 
have been adjusted. 

For a period of ten days, from De- 
cember 14 to December 23, 1945, in- 
clusive, the average daily send-out of 
800 BTU mixed gas in the said inter- 
connected system was 225,000,000 
cubic feet, and on December 17th the 
send-out was 254,000,000 cubic feet. 
All of such 800 stu gas was supplied 
to customers who purchased gas on 
a firm basis and the send-out of 254,- 
000,000 cubic feet on December 17th 
was necessary in order to meet the 
firm demand of such customers for 
gas. On that day, December 17th, 
there existed within the interconnect- 
ed system unused capacity for produc- 
tion of 800 Bru gas to the extent of 
of 37,000,000 cubic feet per day. 
Peoples Company on that day received 
from the three steel companies above 
named approximately 23,000,000 cu- 
bic feet of coke oven gas which it 
mixed with natural gas to produce ap- 
proximately 48,000,000 cubic feet of 
mixed gas of not less than 800 stu 
content, which 48,000,000 cubic feet 
of gas entered into and formed a part 
of the send-out of 254,000,000 cubic 
feet on that day. Had the last-named 
quantity of gas from the source stated 
not been available for the intercon- 
nected system on that day, there would 
have been, even had all the remaining 
production capacity within the system 
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been in full operation, a severe drain 
upon the stock of gas in the holders 
of Peoples Company and Public Serv- 
ice Company of Northern Illinois in 
order to meet the demands of their 
firm customers. The mean tempera- 
ture in the Chicago area on December 
17, 1945, was 1° above zero Fahren- 
heit, whereas regular operating esti- 
mates of Peoples Company of maxi- 
mum day send-outs are based upon an 
assumed mean temperature of 7° be- 
low zero Fahrenheit, which tempera- 
ture has not as yet been experienced 
during the current winter season in 
the Chicago area. 

It was shown by the evidence and is 
a matter of general public knowledge 
that a strike has been called through- 
out the steel industry in the United 
States to be effective on January 13, 
1946, and that the effective date of the 
strike has been postponed only until 
January 21st next; that negotiations 
looking to a settlement of the strike 
are now proceeding but the outcome 
thereof is entirely uncertain; and that 
the steel industry generally contem- 
plates the strong possibility that the 
strike will become effective. on 
January 21st, ic, within three 
days after filing of the petition 
herein. 

It appears that in case the steel 
strike goes into effect, Peoples Com- 
pany is faced with a prospective im- 
mediate loss of all but a possible 6,- 
000,000 cubic feet per day of the coke 
oven gas normally received by it from 
the three steel companies above named, 
and that receipt of even this quantity 
may not be realized; that by the use 
of such 6,000,000 cubic feet of coke 
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oven gas, if received, Peoples Com. 
pany could have available approxi- 
mately 13,000,000 cubic feet of 800 
BTU mixed gas for delivery within the 
interconnected system, as compared 
with the 48,000,000 cubic feet of such 
gas from the same source which was 
available to it on December 17, 1945. 
that under favorable weather condi- 
tions, Peoples Company can continue 
to supply the full requirements of gas 
to all of its firm customers even should 
it lose the supply of gas obtained by 
mixing the steel mill coke oven gas 
with natural gas and without resorting 
either to increasing the BTU content 
of the gas furnished to customers or 
to introducing enriched carburetted 
water gas into the mains; that as 
weather conditions cause a continu- 
ing increase in the demand for gas, 
the maintenance of a supply of 800 
BTU gas to the general customers in 
the interconnected system would not 
only be increasingly difficult, but that 
a recurrence, during the steel strike, 
of a demand for gas similar to that of 
December 17, 1945, would make the 
maintenance of a supply of 800 Bru 
gas to the general customers in the 
interconnected system an acute operat- 
ing problem. 

In this situation Peoples Company 
proposes to publish one or more ad- 
vertisements, directed to its general 
customers, appealing for their codp- 
eration in the conservation of gas; 
and contemplates, as a further impera- 
tive necessity, the taking of steps by 
which the available supply of gas will 
so far as possible be held available for 
its several classes of customers gen- 
erally by curtailment of the supply of 
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gas in whole or in part to selected cus- 
tomers ; that there exists no classifica- 
tion of customers presently in effect 
that would enable Peoples Company or 
the Commission to identify with pre- 
cision the class of customers that 
should first be deprived of gas in the 
event of an emergency such as may 
arise; that Peoples Company proposes 
to influence those of its customers 
that are large users of gas and that 
can, without serious loss or incon- 
venience, discontinue the use of gas, to 
voluntarily give up some or all of the 
gas they ordinarily consume; that 
Peoples Company expects that some 
200 large firm industrial customers 
can be found who would, by stopping 
their own consumption of gas, make 
available to other customers some 


15,000,000 to 18,000,000 cubic feet of 


gas per day; that if all firm industrial 
customers were shut off, approxi- 


mately 6,800 additional customers 
would necessarily be dealt with and 
such 6,800 customers would provide 
only 5,000,000 to 7,000,000 cubic feet 
of gas a day; that some of these cus- 
tomers (the baking industry and the 
food processing industry, generally) 
are essential to the welfare of the com- 
munity; that included in the contem- 
plated group of customers that may 
be curtailed in an emergency are some 
of the larger commercial customers; 
that Peoples Company considers the 
curtailment of gas to all industrial cus- 
tomers wholly impractical and to a 
large extent useless as a means of ef- 
fecting any material reduction in the 
aggregate demand for gas, in that to 
curtail or discontinue the supply of gas 
to numerous small users would not 
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contribute substantially to the solution 
of the problem, yet at the same time 
would present the operating difficulty 
of contacting and influencing such cus- 
tomers and of making the physical ad- 
justments necessary to accomplish 
such curtailment or discontinuance, 
but that Peoples Company is of the 
opinion that selective curtailment of 
gas supply among the larger cus- 
tomers on the interconnected system 
would have a substantial effect in re- 
ducing the aggregate demand upon the 
said system and in making available 
to the remaining customers a firm 
supply of gas. 

Peoples Company urges upon the 
Commission, therefore, that it be au- 
thorized for the duration of the steel 
strike and thereafter until normal con- 
ditions of gas delivery are restored, to 
obtain voluntary curtailment in the 
use of gas by those large customers 
that Peoples Company may select and 
that the selection of large users of gas 
for this purpose without evoking simi- 
lar curtailment by other customers in 
the same classification, shall not con- 
stitute discrimination ; and that where 
voluntary curtailment by large cus- 
tomers cannot be obtained by Peoples 
Company, that Peoples Company be 
authorized to disconnect such cus- 
tomers. 

Section 4 of Art IX of the above- 
mentioned Interchange Gas Agree- 
ment between Peoples Company and 
Public Service Company of Northern 
Illinois provides that there shall be no 
liability upon Peoples Company for 
nondelivery of gas or for any reduc- 
tion or delay of such delivery result- 
ing from any cause beyond Peoples 
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Company’s control. It would mani- 
festly be improper for large customers 
of Public Service Company of North- 
ern Illinois to continue during a time 
of gas shortage in the interconnected 
system to receive their full supply of 
gas if at the same time like customers 
of Peoples Company were being cur- 
tailed in order to conserve the general 
supply. 

The Commission having given 
due consideration to the verified pe- 
tition and the evidence presented in 
support thereof, and ‘being fully ad- 
vised in the premises, is of the opinion 
and finds : 

[1-3] 1. That the Commission has 
jurisdiction of Peoples Company and 
of the subject matter of this proceed- 
ing. 

2. That an emergency with respect 
to the sufficiency of the supply of gas 


to the general public on the intercon- 


nected system would arise when 
weather conditions, combined with 
other conditions beyond the control of 
Peoples Company, cause a demand for 
gas by firm customers at or above the 
gas supply available in view of the 
prospective loss of the supply of coke 
oven gas purchased from steel com- 
panies in the event the impending 
strike closes or reduces the operations 
of the coke oven plants of such steel 
companies. 

3. That in case the supply of gas 
from such steel companies is so re- 
duced that the total supply of gas avail- 
able for the said interconnected system 
becomes insufficient to meet the firm 
requirements of general customers on 
days of peak demand, the require- 
ments of industrial customers cannot 
also be fully met. 
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4. That under such circumstances 
a sufficient supply of gas would he 
available to meet the requirements of 
(a) general, domestic and residential 
customers (especially if such custom- 
ers cooperate by holding their require- 
ments to their reasonable minimum 
needs), (b) institutions, such as hos- 
pitals, schools and other necessary 
establishments, (c) commercial and 
industrial customers essential to the 
health, safety, and wellbeing of the 
communities involved, such as, proc- 
essors, handlers, and distributors of 
foods, medical supplies, etc., and (d) 
commercial customers, generally, only 
if authority is granted by the Commis- 
sion to curtail or discontinue the sup- 
ply of gas to selected customers. 


5. That the selection of customers 
for such curtailment is an operating 
problem with respect to which no spe- 
cific rules can be laid down in ad- 
vance, but which can be met only by 
the exercise of judgment by the off- 
cials in charge of the operation of the 
interconnected system. 


6. That the general principle to be 
followed by such officials would be 
the curtailment or discontinuance of 
a supply of gas to such customers (a) 
as normally use large quantities of 
gas, (b) as are not engaged in an ac- 
tivity essential to the health, safety, and 
well-being of the community, and (c) 
as can be conveniently and readily 
utilized by the management of Peoples 
Company to reduce the deficiency in 
the gas supply. 

7. That the situation presented 
constitutes an immediate emergency 
affecting the supply of gas to the pub- 
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lic in the Chicago metropolitan area 
and is such that immediate action may 
reasonably and properly be taken by 
the Commission. 

8. That the authorization to Peo- 
ples Company to curtail or discontinue 
the supply of gas to such customers 
as may be selected by the management 
of Peoples Company within the gen- 
eral principle advanced in finding 6 
above may reasonably be granted and 
the public will be convenienced there- 
by and such selection does not consti- 
tute discrimination by Peoples Com- 
pany among its customers. 

9. That in exercising the authority 
herein in this proceeding granted, 
Peoples Company shall not disturb 
the supply of gas to residential and 
domestic customers; to necessary in- 
stitutional customers, such as hos- 
pitals, schools, and other necessary es- 
tablishments; to essential commercial 
and industrial customers, such as proc- 
essors, handlers and distributors of 
foods, medical supplies, etc.; to com- 
mercial customers, generally; and so 
far as possible, to other customers; 
Peoples Company restricting the exer- 
cise of the authority herein granted to 
selected customers in so far as such 
exercise is required to meet the emer- 
gency situation. 


It is therefore ordered by the 


Illinois Commerce Commission that 
petitioner, The Peoples Gas Light and 
Coke Company, be and it is hereby 
authorized, in its discretion, during 
the effective period of the steel strike 
now scheduled to begin January 21, 
1946, and for such further period as 
may elapse until normal deliveries of 
gas to petitioner from steel companies 
in the city of Chicago are resumed, to 
curtail or discontinue the supply of 
gas to any customer or customers sup- 
plied by it directly and to require like 
curtailment or discontinuance of the 
supply of gas to any similar customer 
or customers who through the opera- 
tion of the Interchange Gas Agree- 
ment receives its or their supply of 
gas indirectly from petitioner ; provid- 
ed that the supply of gas shall not be 
curtailed to general domestic and res- 
idential customers except through 
their voluntary codperation nor to 
commercial, industrial, or institutional 
customers whose operations are es- 
sential to the health, safety, or well- 
being of the community. 


It is further ordered that the Com- 
mission retain jurisdiction of the sub- 
ject matter herein under considera- 
tion for the purpose of entering any 
such further order or orders as the 
Commission in its judgment may 
deem meet. 
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DISTRICT OF COLUMBIA PUBLIC UTILITIES COMMISSION 


Re Taxicab Operators, Drivers, and 


Garage Employees Local Union 
No. 935 


P. U. C. No. 2942, G. D. No. 1914 
Order No. 2984 
December 5, 1945 


PPLICATION for hearing relating to limitation of taxicabs 
A and to taxicab rates; hearing denied and rates relating to 
answering telephone calls for taxi service and proposed change 

in zone boundaries held for further consideration. 


Motor carriers, § 22 — Limitation of taxicabs. 


1. There is no statutory limitation on the number of taxicab licenses that 
may be issued in the District of Columbia, p. 189. 


Motor carriers, § 5 — Powers of Congress — Limitation of taxicabs. 


2. Only Congress can limit the number of taxicab licenses that may be 
issued in the District of Columbia, p. 189. 


Rates, § 253 — Tariffs — Definiteness and certainty — Taxicabs. 


3. Rates prescribed by the Commission must be so definite and certain that 
every person desiring to avail himself of service shall be able to tell for 
himself the correct charges he must pay, p. 191. 


Rates, § 423 — Disapproval of taxicab tariff — Lack of clarity and definiteness. 


4. A hearing on proposed changes in group-riding taxicab rates should be 
denied where they are not so framed as to reduce the need for interpreta- 
tion to a minimum but are susceptible of misunderstanding, p. 191. 


Procedure, § 33 — Rehearing — Hourly taxicab rates — Change in operating 
cost. 

5. A request for a rehearing on a proposed increase in hourly taxicab 
rates is not justified in the absence of a showing that the cost of operating 
a cab is more than it was when the Commission fixed existing hourly taxi- 
cab rates, p. 191. 

Rates, § 423 —- Taxicab rates — Charge for waiting time. 
6. A taxicab driver should be compensated for his time when the passen- 
ger requires the taxicab to wait for him for more than a reasonable length 
of time, p. 191. 

Rates, § 423 — Taxicab rates — Waiting time. 
7. A charge of 20 cents for a 5-minute waiting period for a taxicab was 
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RE TAXICAB OPERATORS, DRIVERS, GARAGE EMPLOYEES 


deemed unreasonable, whereas a charge of 10 cents for such a period was 


deemed reasonable, p. 191. 


By the Commission: Taxicab Op- 
erators, Drivers and Garage Em- 
ployes Local Union No. 935 (herein- 
after referred to as the “Union”) 
filed an application on October 24, 
1945, as amended on November 21, 
1945, and November 26, 1945, for 
a hearing with respect to regulations 
limiting taxicabs necessary for ade- 
quate service to the public, and for the 
consideration of proposed changes in 
zones, rates, and regulations pertain- 
ing to taxicabs. 

The Commission has indicated to 
representatives of the Union on sever- 
al occasions that the Union is not a 
public utility and is not subject to reg- 
ulation and control by this Commis- 
sion. However, it has also been ex- 
plained that this was a technicality 
on which the Commission would not 
stand, if the Union took steps to sup- 
plement or amend its application by 
proof that it represents and is acting 
for and in behalf of a substantial num- 
ber of taxicab operators. Nothing 
has been done by the Union in this 
regard, and the Commission remains 
in the dark as to the interest in the 
application before it beyond that shown 
by the officials of the Union. 

In spite of the foregoing, the Com- 
mission has carefully considered each 
of the questions raised by the applica- 
tion and its decisions thereon and the 
reasons therefor are fully set forth 
hereinafter. 


Limitation of Number of Taxicabs 
[1, 2] Under existing law, there is 

no limitation on the number of taxi- 

cab licenses that may be issued in the 


District of Columbia. This is a mat- 
ter that only Congress can pass upon. 


Proposed Changes in Rates 

The changes proposed in the exist- 
ing rates are listed as they appear in 
the application, as amended: 

1. The prevailing single passenger 
fares shall apply as they are now. 

2. The group fare of each passen- 
ger shall be reduced 10 cents for each 
zone passenger riding in group. 

Illustration 
Pick-up 
1 passenger at Walter Reed .... 4th Zone 


1 passenger at 16th & Upshur .. 3rd Zone 
1 passenger at 16th & Park Road 2nd Zone 


2 passengers at 16th & T ....... Ist Zone 
Destination—Navy Department .. lst Zone 
The Fares 


4th Zone passenger rode one zone alone 
and three zones in group. Therefore, he is 
entitled to 30¢ reduction from his single fare 
of 90¢ and his fare is 60¢. 

All other passengers in this trip are rid- 
ing the respective zones in group—so their 
fare is reduced: 


10¢ in each zone, as follows: 


3rd Zone to Ist Zone ......... 40¢ each 
2nd Zone to Ist Zone ......... 30¢ each 
Ist Zone to Ist Zone ......... 20¢ each 


3. The hourly rate shall be $3 an 
hour for the first hour or a fraction 
thereof and 75 cents for each 15-min- 
ute period thereafter. 

4. For each 5 minutes or a fraction 
thereof of waiting time the charge 
will be 20 cents. 

5. A telephone call for a cab shall 
be charged for at the rate of 25 
cents. 

6. The fare to the Livingston area 
as defined by the Union map (attached 
to the application) shall be $1.10 for 
a single passenger and group rates 
shall apply as shown in point 2. 

The existing taxicab rates were de- 
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termined by this Commission after a 
great deal of study, and after the 
members of the taxicab industry had 
been granted full hearings on this 
complicated problem. The decision 
of the Commission was predicated 
upon a detailed study of several thou- 
sand manifests which had been kept 
by taxicab drivers associated with 
various groups within the industry 
who had been directed by the Com- 
mission to keep careful record of each 
trip made, the time consumed in each 
trip, the distance traveled, and the 
revenue received therefrom. Con- 
siderable testimony was presented as 
to the investment necessary, the ex- 
penses of operation and maintenance, 
the amount of so-called “dead time” 
and ‘“‘dead mileage,” and the value of 
the time of the drivers. 


No complaint has been received by 


the Commission as to the adequacy of 
the single-passenger rates so estab- 


lished. The application filed’ by the 
Union proposes that the single-pas- 
senger rates be left undisturbed. The 
group-riding rates were based upon 
the single-passenger rates and were 
designed to provide a definite incentive 
to the drivers to engage in group-rid- 
ing operation, in order to encourage 
the rendering of maximum service to 
the public, and, through the conse- 
quent increase in the revenue of the 
drivers, to compensate them for the 
additional expense of operation inher- 
ent in group riding. 

The basis for the application for a 
change in the group-riding rates 
stems from the fact that under exist- 
ing rates it is possible for a driver 
to receive only 70 cents under group- 
riding rates for transporting two pas- 
sengers during the course of a trip 
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from Zone 4 to Zone 1, whereas the 
single-passenger rate for such a trip 
is 90 cents. This possibility has been 
called to the attention of the Commis- 
sion many times before the filing of 
this application. It has been offered 
as an excuse for failure to pick up ad- 
ditional passengers when capacity 
was available. The. usual example 
cited is the picking up of a passenger 
at Chevy Chase Circle (Zone 4) go- 
ing to a point in Zone 1, and after 
entering Zone 1 picking up a second 
passenger whose destination is also a 
point in Zone 1. In all complaints of 
this character no indication has ever 
been given of the number of times such 
a condition would occur in the ordi- 
nary course of operation. The drivers 
complaining of this isolated case over- 
look the fact that the same rate sched- 
ules will permit them to receive $2.50 
for the same trip when five persons are 
transported from Zone 4 to Zone 1. 
The Commission is convinced, both 
from observation and from constant 
complaints by residents of outlying 
areas of their inability to secure taxi- 
cab service, that trips from the fourth 
zone to the first zone producing reve- 
nues in excess of 90 cents far exceed 
in number the trips producing less 
than 90 cents. 

It is obvious that in any zone sys- 
tem it is not possible to make the 
charge for each and every trip profit- 
able, just as it is not possible to fix a 
rate for each and every trip that would 
limit the return to just the amount 
that is fair for such trip. The objec- 
tive of the Commission was to fix 
rates which, on the average, would 
be compensatory for the trips between 
the various zones or subzones. No 
allegation has been made that the 
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group-riding rates applicable to any 
substantial part of the zone system 
are not compensatory, nor does the 
application of the Union allege that the 
present group-riding rates are not 
compensatory. 

[8, 4] Rates prescribed by this 
Commission must be-so definite and 
certain that every person desiring to 
avail himself of taxicab service shall 
be able to tell for himself the correct 
charges he must pay. Therefore, a 
rate regulation must be so framed as 
to reduce the need for interpretation 
to a minimum and remove, so far as 
possible, any ground for misunder- 
standing. The rates proposed in the 
application filed by the Union do not 
meet these requirements. To the con- 
trary, the adoption of such rates would 
lead to endless confusion and argu- 
ment. 

For the foregoing reasons, the Com- 
mission finds that the request for hear- 
ing on the proposed changes in group- 
riding rates has not been justified. 

[5] The existing hourly rate of 
$2.50 per hour was first established 
by Commission Order No. 2349, 
dated July 17, 1942. Due to emer- 
gency conditions induced by the war, 
the Commission, on May 11, 1943, 
issued Order No. 2578 (49 PUR 
(NS) 450) which prohibited the ren- 
dition of taxicab service on an hourly 
basis. This prohibition was removed 
on October 17, 1945, by Commission 
Order No. 2962. 


At the time Order No. 2349 was 
issued, evidence before the Commis- 
sion indicated that the cost of oper- 
ating a taxicab was approximately 


6 cents per mile. The value of the 
time of the taxicab operator was con- 
sidered to be 95 cents per hour, which 
was equivalent to the hourly wage 
received by motor bus operators in 
the District of Columbia. Assuming 
that the taxicab operates over a maxi- 
mum distance of 25 miles within an 
hour, the cost of the operation of the 
taxicab was estimated to be $1.50, 
leaving a minimum of $1 per hour 
to compensate the taxicab operator for 
his time. The proposed increase in 
the hourly rate would place a mini- 
mum value of $1.50 per hour on the 
taxicab operator’s time. 

The Union has presented to the 
Commission no facts on which to justi- 
fy a belief that the cost of operating 
a cab has increased beyond 6 cents 
per mile, nor does the application be- 
fore this Commission contain any such 
allegation. 

For the foregoing reasons, the Com- 
mission finds that the request for a 
hearing on the proposed increase in 
the hourly rate from $2.50 to $3 has 
not been justified. 

[6, 7] The waiting time for which 
a charge of 10 cents for each full 5- 
minute period is provided in the ex- 
isting rate schedules, was intended to 
apply to instances when a taxicab re- 
sponds to a call and is obliged to wait 
until the passenger is ready to enter 
the taxicab, or to instances where a 
passenger riding alone stops short of 
his destination and requires the taxi- 
cab to wait for him before continuing 
the trip. In such instances, the taxi- 
cab itself is not in operation, but the 
time of the driver is consumed. It is 


fair that the taxicab driver be compen- 
191 
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sated for his time when the passenger 
takes more time than is reasonable in 
such instances as those cited above. 
As previously indicated, rates estab- 
lished have been based on the cost of 
operation of the taxicab, and the value 
of the time of the driver was set at 
95 cents per hour. Ten cents for a 5- 
minute period (or $1.20 per hour) 
provides a liberal allowance on this 
basis. Twenty cents for a 5-minute 
period would be equivalent to valuing 
the time of the driver at $2.40 per 
hour, which, in the opinion of the 
Commission, is unreasonable. 

In view of the foregoing, the Com- 
mission finds that the request for a 
hearing on the proposed increase in 
the charge for waiting time should 
be denied. 

The request for a hearing on the 


proposed increase from 10 cents to 
25 cents in the charge for answering 
a telephone call for a taxicab service 
shall be reserved for further consider- 
ation. 

It appears to the Commission that 
the changes in certain zone bounda- 


ries proposed by the Union might well 
be the subject of an informal hearing 
at which all interested parties would 
be given an opportunity to express 
their views. At such hearing, con- 
sideration can also be given to the 
application of the Union ‘for the estab- 
lishment of a fare of $1.10 to the Liv- 
ingston area as defined on the Union 
map. Such a hearing can be held 
without the necessity of incurring 
the expense incident to a formal 
public hearing. The Commission 
will issue appropriate notice of an 
informal hearing at a time that will 
be convenient to all interested 
parties. 


Conclusion 

The Commission has set forth its 
position with respect to each of the 
points contained in the pending appli- 
cation. Based upon the findings here- 
in made, the Commission concludes 
that it would not be in the public 
interest to grant a hearing on points 
2, 3, and 4 contained in the applica- 
tion. 
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New Rockwell-Emco Domestic 
Meter Introduced 


HE new Rockwell-Emco #O domestic gas 
Tien with an outer case of pressure cast 
aluminum alloy, has been announced by the 
Pittsburgh Equitable Meter division, Rockwell 
Manufacturing Company. 

Rescaled proportions have been engineered 
into an approved meter design by the use of 
new metals and plastics in the working parts, 
and by precision manufacturing techniques to 
improve performance and lengthen valve life. 
Repair is simplified since all parts are readily 
accessible. Replacements and adjustments can 
be made by even the inexperienced workman 
using only common everyday tools. The new 
meter weighs only 164 pounds, less than half 
the weight of the previous design. 

Bulletin No. 1100, describing this meter and 
its features, is available from the Pittsburgh 
Equitable Meter division, Rockwell Manufac- 
turing Company, 400 North Lexington avenue, 
Pittsburgh 8, Pennsylvania. 


General Detroit Appoints 
Two New Executives 


A. WarkREN, vice president in charge of 
e sales for The General Detroit Corpora- 
tion, announces the appointment of two new 
executives in the sales and advertising depart- 
ments. Robert Leggat-Weir has been desig- 
nated assistant sales manager, and Preston W. 
Wolf has been appointed assistant sales pro- 
motion manager. 

The General Detroit Corporation manufac- 
tures a complete line of Underwriters’ approved 
fire-fighting equipment, including carbon- 
dioxide, vaporizing liquid, soda acid, foam, and 
pump type extinguishers. It also manufactures 
fire trucks and allied products. 


Locke Enlarges Plant 


TS Locke INsuULATOR CorPoRATION, Balti- 
more, Maryland, will have in production 
by May 1, 1946, approximately 30,000 square 
feet of additional working space in a new ex- 
tension to the plant. The new plant will house 


Industrial Progress 


Selected information about products, supplies, and 
services offered by manufacturers. A 
ments of new literature and changes in personnel. 


Iso announce- 





additions to existing departments and will also 
include a complete pilot plant and laboratory 
to further a comprehensive program of cer- 
amic research. The additional manufacturing 
facilities will be devoted to the manufacture of 
apparatus porcelain. 


G-E Builds Mobile 
Capacitor Unit 


Figo 4150-volt, capacitor unit that is 
expected to be of considerable value in 
handling emergency or seasonal overloads was 
built recently by the General Electric Com- 
pany at Pittsfield, Massachusetts, for the Con- 
solidated Gas, Electric Light and Power Com- 
pany of Baltimore. 

The new unit, designed to supply local emer- 
gency demands for kilovars (reactive kva) 
and to make possible full-scale field testing of 
feeder lines to determine correct capacitor 
needs, consists of six 180-kvar banks of Py- 
ranol (Reg. in U. S. Patent Office) capacitors 

(Continued on page 26) 
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“MASTER*LIGHTS” 
® Portable Battery Hand Lights. 
© Repair Car Roof Searchlights. 


© Hospital Emergency Lights. 
CARPENTER MFG. CO. 
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Cabl-ox 


THE NEW WIRE ROPE 
CLAMP Theat Really 
Holds the Line! 





CABL-OX clamps work on a 
brand new wedging principle. 
Holding power increases with 
the load and exceeds tensile 
strength of rope used. Does not 
crush and weaken rope like old 
style U-clips. Assembly is fast, 
neat...saves breakdowns, equip- 
ment, injuries and expense. Can 
be used over and over. Cadmium 
plated. 


Cabl-ox 


@ Made in oll sizes from Vc" to %4". For 
all wire rope applications. 

@ Ask your distributor or write for illve- 
trated folder and prices. 





NUNN MFG. CO. 
2125 Dewey Ave., Evanston, Illinois 
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mounted on a Fruehauf model 5 semi-trailer 
chassis. 

Three of the banks are arranged for auto- 
matic control and three for manual, the former 
using built-in, magne-blast circuit breakers. A 
main magne-blast breaker protects the unit it- 
self from short circuits. 

The capacitor equipment is connected to the 
lines by means of cables carried on reels in a 
rear compartment, which also houses tools re- 
quired for installation and operation. These 
cables, equipped with hot line clamps, permit 
connections to be made to lines without inter- 
ruption of service. 

One of the important uses of the mobile 
unit will be to sustain voltage at rural or sub- 
urban substations while maintenance work is 
performed on high-tension supply feeders. The 
substations in such cases are tied together 
through the 4-kv system. 


Brown Instrument Appointments 


J. RicHarpson has been appointed in- 

e dustrial manager of the Brown Instru- 

ment Company division of Minneapolis- 

Honeywell Regulator Company at Detroit, 
Michigan. 

Mr. Richardson has been with the Brown In- 
strument Company for the past ten years, hav- 
ing served as sales engineer and in other ca- 
pacities at the Philadelphia company’s Cin- 
cinnati, Buffalo, and Pittsburgh branches. 

George W. Brown has been appointed in- 
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Because you get maximum sulphur removal per 
pound of oxide. Lavino Activated Oxide is 
made especially for maximum activity and 
capacity, maximum trace removal and shock 
resistance. Comparing cost, performance and 
savings, we believe Lavino Activated Oxide has 
no close rival. 


For more information about its remarkable 
record, just write a note on your letterhead to 
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APR. 11, 1946 


dustrial manager of the Cincinnati office. Mr. 
Brown has been with the Philadelphia in- 
dustrial division for the past nine years as 
sales engineer in Chicago, Louisville, Phila- 
delphia, and New York. 


James G. Biddle Co. Moves 
Offices and Factory 


ames G. Bippte Company, electrical and 

scientific instruments, announces the con- 
solidation of its offices and factory at a new 
location for both, 1316 Arch street, Philadel- 
phia 7, Pennsylvania. This move, the first for 
the company in over thirty years, brings to- 
gether under one roof the manufacturing, 
shipping, sales, and other departments. 

The company’s leading items of manufac- 
ture are “Megger” insulation testing instru- 
ments and “Frahm” vibrating-reed frequency 
meters and tachometers. The Biddle company 
also carries a varied line of instruments for 
conductor and ground resistance measure- 
ments, centrifugal and chronometric tachom- 
eters, “Pointolite’ lamps, and “Jagabi” labo- 
ratory rheostats. It is expected that the pres- 
ent consolidation will be reflected in improved 
production and a speeding-up of deliveries. 


Chevrolet Appoints French 
As Advertising Manager 


“Bago ige J. Frencn, former director of the 
war products information service of the 
Chevrolet Motor Division, General Motors 
Corporation, has been appointed advertising 
manager of Chevrolet, it was announced re- 
cently by T. H. Keating, general sales manager. 

Mr. French has been connected with Chev- 
rolet for ten years, and during the war he 
guided the publicity and public relations pro- 
gram in connection with Chevrolet’s war pro- 
duction. 


“Weather-man”’ Offers Automatic 
Heat Control at Low Cost 


Arrmenc Devices [ompany, 53 West 
Jackson boulevard, Chicago 4, has intro- 
duced the Weather-man, a completely auto- 
matic thermostatic control, actuated by outside 
temperatures, for controlling the heating of a 
building. The time at which heating starts in 
the morning and the time at which it shuts 
down at night is automatically changed as the 
weather becomes warmer or colder. 

According to the manufaéturer, the Weath- 
er-man is as simple to install as the usual “day- 
night” switch, and replaces the inside room 
thermostat, the day-night switch, and the 65° 
high limit thermostat. By combining the func- 
tions of several instruments in one unit, it is 
said to simplify the wiring, reduce service and 
maintenance calls, and, in addition, provide 
all of the advantages of “outside control” at a 
cost comparable to the cost of the ordinary 
controls it replaces. 

It may be used to operate any gas or oll 
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PILE 
of Catalogs? 


in the COMPLETE line 


If you have a Penn-Union Catalog, you 
can instantly find practically every good 
type of conductor fi These . few 
can only suggest the variety: 


Universal Clamps to take a 
ege e of conductor sizes; 
7 & 4 or more bolts. 
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uctors. Also Straight Connectors and 
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Clamp Type Straight Connectors 
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minals, Stud Connectors, etc. 


Vi-Tite Terminals for quick 
| = easy taping. 
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screw type, yf . fit, etc. etc. 
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ting is their best guarantee of Dependa- 
bility. Write for Catalog. 
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burner, stoker, circulating pump, fan, motor 
valve, or zone valve, and may be used with all 
types of heating systems. It will control the 
heating of homes, apartments, commercial, and 
industrial buildings. 


Glass-to-metal Hermetic 
Terminals for Capacitors 


A=. development in glass-to-metal her- 
metic terminals has been introduced by 
the Cincinnati Electric Products Company. 
Known as the #110-RHTL Fusite Terminal, 
it is a single terminal equipped with a hollow 
tube and copper connecting lug. 

Outstanding features claimed for this new 
Fusite Terminal are: 

1. A’ high conductive lead can be brought” 
directly through the tube to the copper con- 
necting lug. 

2. Provides maximum internal clearance. 

3. Outside connections are made with ease 
and rapidity. 

4. Eliminates the necessity of interior con-) 
nections. Also affords trouble-free operation, 
insuring perfect insulation and perfect sealing 
against atmospheric conditions. 

The #110-RHTL Fusite Terminal has been” 
especially designed for the capacitor field. j 
However, according to the manufacturer, early 
indications are that it will be used in many} 
other electrical applications. 


Technical Bulletin Issued 
On Gas Alarm System 


. gd technical bulletin (No. 1116 E), has 
been issued by Davis Emergency Equip- 
ment Company, Inc., 45 Halleck street, New- 
ark 4, New Jersey, on the Davis combustible 
gas alarm system, a method for detecting and 
giving audible notification of hazardous gas 
or vapor conditions sometimes present during 
industrial processing operations. This bulletin 
describes the various combinations possible 
with this system, together with photographs 
showing the control panel, which is placed in 
a gas free area, and the explosion-proof ana- 
lyzer head which detects the presence of com- 
bustible gas or vapor at point of origin. In- 
cluded also is a description of the principle 
upon which the system operates, the method 
of operation, and a schematic diagram of a 
typical installation. 


Silex Reélects Officers 


A’ the annual stockholders meeting of The 
Silex Company, Hartford, Connecticut, 
held recently, the former board of directors 
was reélected, according to an announcement 
by Frank E. Wolcott, president. 

Mr. Wolcott also stated that Silex officers 
were reélected at the organization meeting 
which followed the stockholders’ meeting, ex- 
cept that Woodson W. Baldwin, formerly 
comptroller and assistant secretary was elected 


(Continued on page 30) 
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Engineered for Power Station Needs 


EXIDES are always ready for in- 
stant action. They are engineered 
to meet the varying battery require- 
ments of power station operations. 
Exide makes several types of stor- 
age batteries. These batteries, 
through proved performance for 
over 50 years in central station 
work, have earned the confidence 
of utility engineers everywhere. 
When you buy an Exide you are 
buying the utmost of storage bat- 


tery dependability, long-life and 
ease of maintenance. 

Whatever your storage battery 
problems may be Exide engineers 
will be glad to help you work 
them out. 


Exide 


BATTERIES 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





INDUSTRIAL PROGRESS—( Continued ) 





(Continued from page 28) 
treasurer of the company. The elected officers 
are: Frank E. Wolcott, president; Wesley R. 
Becher, vice president and general manager ; 
Edward T. Garvin, secretary; and Woodson 
W. Baldwin, treasurer. 


Rockwell Manufacturing Names 
Marsteller Advertising Head 


mM. A. MARSTELLER has been appointed 

general advertising manager of Rockwell 
Manufacturing Company, Pittsburgh, it was 
announced recently by A. J. Kerr, vice presi- 
dent of sales of the Rockwell organization. 

Mr. Marsteller has been vice president in 
charge of sales, advertising and industrial re- 
lations of Edward Valves, Inc., East Chicago, 
Indiana, a subsidiary of the Rockwell Manu- 
facturing Company. 

Subsidiaries and divisions of the Rockwell 
Manufacturing Company will continue to pro- 
gram and place their own advertising. Mr. 
Marsteller’s work will be of a codrdinating and 
directing nature. 


Wheelco Instrument Company 
Enlarges Staff 


Sonoma INSTRUMENTS CoMPANY, Chi- 
cago, industrial instrument manufactur- 
ers, announce the addition of Francis H. Beau- 
pre and Bruno H. Ramthun to their applica- 
tion engineering department. 

These men will serve in a liaison capacity 
with the sales application, engineering design, 
research, and production departments on tech- 
nical matters pertaining to the details and use 
of Wheelco instruments and associated acces 
sories. 


Hotpoint Names Sales Manager 
Of Cleveland District 


E. BricKENDEN has been named district 

e sales manager and E. J. Mack commercial 
cooking equipment specialist for the Cleveland 
district, Edison General Electric (Hotpoint) 
Appliance Company, with offices in the Union 
Commerce building. 

Mr. Brickenden resumes as a sales official 
after the wartime interruption, to his former 
duties as a range and water heater specialist at 
Cleveland. Mr. Mack was with the Cleveland 
Electric Illuminating Company. 


Folder Explains “Pittchlor” 


peace Piate Grass Company has is- 
sued an attractive folder (form A-700) © 
giving detailed information and charts on the 
use of Pittchlor (70 per cent Calcium Hypo- 
chlorite) as a laundry bleach, for water sani- 
tation, for sewage treatment, in the food in- 


dustry, for petroleum sweetening, for wool 
shrink-resistance treatment, and for the pub- 
lic health protection. 

pies may be secured from the manufac- 
turer, Columbia Chemical Division, Fifth ave- 
nue at Bellefield, Pittsburgh 13, Pennsylvania. 


ASHVE Laboratory Moves 
To New Home 


HE American Society of as and Ven- 

tilating Engineers, 51 Madison avenue, 
New York 10, New York, has purchased prop- 
erty at 7218 Euclid avenue, Cleveland 3, Ohio, 
to provide adequate research facilities for 
serving the entire heating, ventilating, and air 
conditioning industry, as well as the associated 
industries, according to the announcement of 
Alfred J. Offner, president. The move to the 
new home for the Society’s Research Labora- 
tory was effective April Ist. According to Mr. 
Offner, this represents another forward step 
in the Society’s research program, which is in 
its 27th year and which is unique among na- 
tional engineering societies. 


Sure-Grip Fluorescent 
Lampholder 


|e aperage oxh Exectric Company, 187 Mur- 
ray street, Newark 5, New Jersey, an- 
nounces production of a new fluorescent lamp- 
holder. 

The Lasser Sure-Grip lampholder features 
a new contact design that is claimed to pro- 
vide perfect, positive contact even under con- 
ditions of severe shock and vibration. Made to 
permit easy wiring into fixtures, it requires a 
minimum of time for installation. 


Sylvania Electric Offers New 
Fluorescent Lighting Fixtures 


RODUCTION of the company’s first postwar 

fluorescent lighting fixtures, designed by 
Lurelle Guild especially for use in the home, 
was announced recently by Robert H. Bishop, 
general sales manager, lighting products, of 
Sylvania Electric Products, Inc. 

The two new units, currently designated as 
the Gorham, model R-220, and the Sheffield, 
model R-420, will be sold primarily for use 
in kitchens and bathrooms, although either is 
suitable for lighting other rooms. 


Engineering Manager Named 
B yp K. Hopnette, manager of the Sharon 

transformer division of the Westinghouse 
Electric Corporation, has announced the ap- 
pointment of Franklin L. Snyder as engineering 
manager of the division. 

It also was announced that A. C. Farmer, 
who for the past five years has served as as- 
sistant to H. V. Putman, vice president and 
manager of the Transformer division, now be- 
comes assistant to Mr. Hodnette. 


G-E Appointment 


E J. McFappen, recently returned after 
e more than three years’ service in the 
U. S. Army, has been appointed sales manager 
for General Electric water heaters, it has been 
announced by J. R. Poteat, mana: of the 
range & water heater divisions of the General 
Electric Company. 
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P. U. R. DIGEST 


CUMULATIVE 








A Digest That Is Serviced 


The Only Complete Digest of Public Service Law and Regulation 


A WORK OF PRIMARY AUTHORITY CONTAINING THE 


DECISIONS AND RULINGS OF THE 


United States Supreme Court 
A SHORT CUT United ee Circuit Courts 
of Appeals 
Ba ag " United States District Courts 
Lares State Courts 
Federal Regulatory 


AN EXHAUSTIVE Commissions 
SURVEY OF State Regulatory Commissions 
THE LAW Insular and Territorial Regu- 





latory Commissions 








WRITE FOR PRICE AND PAYMENT PLANS 


PUBLIC UTILITIES REPORTS, INC. 


SIMPLE 
ALPHABETICAL 
CLASSIFICATION 
OF SUBJECTS 


A GREAT REVIEW 


A GREAT SERVICE 


Tenth Floor, Munsey Building, Washington 4, D. C. 
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Available Immediately! 
Limited Edition 


REGULATION OF 


RATES AND SERVICE 
OF PUBLIC UTILITIES 


A Volume Containing All Committee Reports and Papers 
Submitted at the 1945 Convention of the 


NATIONAL ASSOCIATION OF 
RAILROAD AND UTILITIES COMMISSIONERS 





Including round-table discussions and reports on the following timely 
and important subjects: 


The Rate Base—Rate of Return—Future of Telecommunications—Natural 
Gas _ Investigation—Aviation—License Contract (Telephone Com- 
panies )—Jurisdiction of Federal Power Commission and State 
Commissions Over Electric and Gas Companies—Legislation 
—Cooperation Between State and Federal Commissions 
—Accounting and Valuation 


$3.00 


COMMITTEE REPORTS SEPARATELY PRINTED AND OTHER 1945 PUBLICATIONS 
OF THE NATIONAL ASSOCIATION OF RAILROAD AND UTILITIES COMMISSIONERS 


What is the Measure of the Rate Base? What is the Measure of a Fair Return Thereon? 
Address of John E. Benton, Advisory Counsel of the Association 
Some Aspects of the Rate Base, with Incidental Reference to the Rate of Return. Address of 
Dr. Clyde O. Fisher of Connecticut 
Future of Telecommunications as a Result of Improvements Made During the War. 
‘dress of Federal Communications Commissioner Paul A. Walker 
Interpretations of Uniform System of Accounts for Electric Utilities 
Interpretations of Uniform System of Accounts for Gas Utilities 
Interpretations of Uniform System of Accounts for Water Utilities ............... grelctre 
Corporate Finance, Committee Report on 
Progress in Regulation of Public Utilities, Committee Report on 
Natural Gas Investigation 
Address of Chairman Richard B. McEntire of Kansas 
Address of Mr. Warren Henry of Illinois (with illustrated charts) 
1944 Depreciation Report (Supplement to 1943 Report) 
1943 Depreciation Report (277 pages) 
(Where remittance accompanies order we pay forwarding charges.) 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 


7413 NEW POST OFFICE BUILDING WASHINGTON, D. C. | 
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PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, design, and construction. » » » 





Tae American Aprraisat Company 
ORIGINAL COST STUDIES « VALUATIONS « REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 











DAY & ZIMMERMANN, INC. 
ENGINEERS 2 
NEW YORK PHILADELPHIA CHICAGO 


PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET. NEW YORK 21, N. Y 
BUtterfield 8-2600 


bibs Ford, Bacon & Davis 
WED 


VALUATIONS EF Pf CONSTRUCTION 
REPORTS ngineers 


RATE CASES 
NEW YORK @ PHILADELPHIA @ CHICAGO @ LOS ANGELFS 














GILBERT ASSOCIATES, Inc. 


ENGINEERS 


SPECIALISTS 
Steam, Electric, Gas, Hydro, POWER ENGINEERING SINCE 1906 Purchasing and Expediting, 
Designs and Construction, Serving Utilities and Industrials Rates, Research, Reports, 








Operating Betterments, Personnel Relatioas, 


Inspections and Surveys, Reading a Philadelphia Original Cost Accounting, 
Feed Water Treatment. Washington ° New York Accident Preveatioa, 








FREDERIC R. HARRIS, INC. 
Engineers Constructors Management 
Reports Appraisals Valuations 

NEW YORK ~~ 
Knoxville San Francisco Houston 














(Professional Directory Continued on Next Page). 
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cousrucion He A. KULJIAN & COMPANY raisin 


Engineers 
Public Utilities and Industrials. 


Los Angeles 14 PHILADELPHIA 2 New York 5 








Engineers WILLIAM S. LEFFLER = Economists 
SPECIALIZING IN 
COST ANALYSIS—Unit Cost Determinations 
RATE RESEARCH — OPERATING REPORTS 


on 
ELECTRIC — WATER — GAS Utility Operations 
Neoreteon, Connecticat 








LOEB AND EAMES. 
Publie Utility Engineers and Operators 
Ice and Refrigeration 


Valuations, investigation reports, design and supervision of construction 
57 WILLIAM STREET NEW YORK 








J. H. MANNING & COMPANY 


120 Broadway, New York 
ENGINEERS 


Business Studies Purchase—Sales Valuations 
New Projects Management Beorganizations 
Consulting Engineering Mergers 

Public Utility Affairs including Integration 








PUBLIC UTILITY ENGINEERING & SERVICE 
CORPORATION 
CONSULTING ENGINEERS 
DESIGN OPERATIONS 
STEAM — HYDRAULIC — GAS 
231 S. LA SALLE ST., CHICAGO (4), ILL. 








SANDERSON & PORTER 
ENGINEERS AND CONSTRUCTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 


With Management Problems, . Financing, Reorganizaton. 
San Francisco 











Sargent & Lundy 


ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—R eports—Design—Supervision 


Chicage 3, lit. 
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The J.G. WHITE ENGINEERING CORPORATION 
Design—Construction—Re ports—A ppraisals 
ngineering 


Consulting E. 


80 BROAD STREET 


NEW YORK 4, N. Y. 








ALBRIGHT & FRIEL, INC. 
Engineers 


Consulting 
Water and Industrial Waste Problems 
Airfields, Incinerators & Power Plants 
aw Industrial Buildings 
Laboratory 


1520 Locust Street Philadelphia 2 


Valustions 


JENSEN, BOWEN & FARRELL 
Engineers 








BARKER & WHEELER, ENGINEERS 


DESIGNS AND CONSTRUCTION — OPERATING 
CETTERMENTS — COMPLETE OFFICE SYSTEMS — 
MANAGEMENT — APPRAISALS — RATES 


11 PARK PLACE, NEW YORK CITY 
36 STATE STREET, ALBANY, WN. Y, 








LUCAS & LUICK 


ENGINEERS 

CONSTRUCTION SUPERVISION, 

OPERATION, MANAGEMENT, APPRAISALS. 
INVESTIGATIONS, REPORTS, RATES 
231 S. LaSatie Sr., Cricaco 





BLACK & VEATCH 


4706 BROADWAY 








ROBERT T. REGESTER 
Consulting Engineer 


Hyprauuic Strucrurss — Urtuimes 
FLoop Controt — Water Worxs 


Baltimore Life Bldg. Baltimore 1, Md. 





EARL L. CARTER 
Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OnIO, 
PENNSYLVANIA, WEST VIRGINIA, K xy 


Public U. Valuations, Reports and 
Origleat Cost Studies. 
910 Electric Building 





A. S. SCHULMAN ELgcrric Co. 
Contractors 


TRANSMISSION LiINES—UNDERGROUND DistrRi- 
BUTION — Power STATION — INDUSTRIAL — 
CoMMERCIAL INSTALLATIONS 


$37 SoutH Dearsorn S1. Crscaco 








W. C. GILMAN & COMPANY 
ENGINEERS 


CONSULTING ENGINEERS 
129 SOUTH LA SALLE STREET 
CHICAGO 


Appraisals — Reports 
Operating — Financiel — Plant 














JACKSON & MORELAND 
ENGINEERS 








MANFRED K. TOEPPEN 
ENGINEER 
CoNSULTATION — INVESTIGATION — Rgrorts 
Marxer aNd MANAGEMENT Surveys 
VatuaTion, Derarecaation anp Rats 
Matrers 


261 Broadway New York 7, N. Y. 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 


A 


*Addressograph-Multigraph Corp. 
Albright & Friel, Inc., Engineers 
American Appraisal Company, The 


*Babcock & Wilcox Company, The 
*Baldwin Locomotive Works, The 
Barber Gas Burner Company, The 
Borker & Wheeler, Engineers 

Biack & Veatch, Consulting Engineers 


*Blaw-Knox Division of Blaw-Knox Company .... 


c 


Cerpenter Manufacturing Company 

Carter, Earl L., Consulting Engineer 

Cleveland Trencher Co., The 

Combustion Engineering Company, Inc. 

*Consolidated Steel Corp., Ltd. 

*Coxhead, Raiph C., 

Crescent Insulated Wire & Cable Co., Inc 
Inside 


Davey Compressor Company 
*Davey Tree Expert Company, The 
Day & Zimmermann, Inc., Engineers 
Dodge Division of Chrysler Corp. 


Egry Register Company, The 
Electric Storage Battery Company, 
Electrical Testing Laboratories, inc. 
*Ellictt Company 


*Ger Wood Industries, Inc. 
*General Electric Company 
*General Motors Truck & Coach Division 
Gilbert Associates, Inc., Engineers 
. Industrial Relations 


Harris, Frederic R., 


*Fortnightly advertisers not in this issue. 
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International Harvester Company, Inc 
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Jackson & Moreland, Engineers 
Jensen, Bowen & Farrell, 
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Kuljien, H. A., & Company 
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Lefer, William S., Engineers 
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Lucas & Luick, Engineers 


*Main, Chas. T. 
Manning, J. H., & Company, Engineers . 
Marmon-Herrington Co., Inc. ..Outside Back Cover 


National Association of Railroad and Coan 
Commissioners 


Newport News Shipbuilding & Dry Dock Co. 
Nunn Manufacturing Company 


Penn-Union Electric Corp. 
Public Utility Engineering & Service Corporation 


Recording & Statistical Corp. 
Regester, Robert T., C Hi 
Remington Rand inc. 

Ridge Tool Company, The 
*Ripley Company, The 





Sanderson & Porter, Engineers 

Sargent & Lundy, Engineers 

Schulman, A. S., Electric Co., Contractors .. 
Sloan, Cook & Lowe, Consulting Engineers . 
*Stone & Webster Engineering Corp. 


T 
Toeppen, Manfred K., Engineer 







































BRING YOUR BILL ANALYSES 
UP TO DATE 


You can save 50% in time and money with 


THE ONE-STEP METHOD 


e ee “A 









pees ee, 
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OF BILL ANALYSIS 


A but current bill frequency data has been rendered obsolete by the 
marked increase in kilowatt-hour sales. How much of this load will 
you retain? 


Now is the time to bring your bill analyses up to date. In addition to a 
knowledge of the existing situation, certain trends may be disclosed which 
will be of considerable value to you in planning your rate and promotional 
programs, 


The One-Step Method of Bill Analysis is ideally suited to meet the needs 
of this problem. It does away with the necessity for temporarily acquiring, 
training and supervising a large clerical force. Our experienced staff plus our 
specially designed Bill Frequency Analyzer machines can turn out the job in 
afew days and at the cost of only a small fraction of a cent per item. 


We will be glad to tell you more in detail about this accurate, rapid and 
economical method for obtaining a picture of your customer usage situation. 
Write for a copy of the booklet “The One-Step Method of Bill Analysis.” 





Recording & Statistical Corporation 
Utilities Division 
102 Maiden Lane, New York 5, N. Y. 


Boston Chicago Detroit Montreal Toronto 
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For All-Around, All-Weather Service 


Marmon-Herrington. A//- 
Wheel-Drive Trucks are designed 
to do a superlative job’ for you— 
on all kinds of work—on the high- 
way or off. Unsurpassed for fast, 
efficient highway service, they have 
the live power and traction in a// 
wheels to move maximum loads in 
going that makes conventional- 
drive trucks sit down and quit— 
through deepest mud, a nd 
snow, up steepest hills and moun- 
tain grades, 

For 1946 Marmon-Herrington 
offers two new, importantly im- 
proved Heavy-Duty A/l-Wheel- 
Drive Tracks—with super power, 


traction and efficiency for all- 
around, all-weather service—~under 
all operating conditions, Espe- 
cially recommended for— Road 
Building and Maintenance—Snow 
Removal—Oil Field Operations— 
Public Utility Work—Logging, 
Mining, etc. 

Discover how new Heavy-Duty 
All-Wbeel-Drive Tracks, or. Mar- 
mon-Herrington A//-Wheel-Drive 
converted Fords, can solve E 
every transportation problem—ef- ~ 
fectively, economically. See your 
near-by Marmon-Herrington dis- 
tributor, or write the company 
direct. for complete information. 


Marmon-Herrington All-Wheel-Drive 


MARMON-HERRINGTON CO., INC. + INDIANAPOLIS 7, INDIANA 
CABLE ADDRESS: MARTON 











